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BO bLENIS. OF .oOILS EROSION 


IN HONGKONG 


By L. Berry 


(Dept. of Geography & Geology, University of Hongkong) 


The economic wealth of the world is based on 
a very thin layer of the earth’s crust, but of that 
layer only a small fraction is used for agricultural 
products; this is made up of the soil and subsoil. 
Many of the world’s agricultural, economic and even 
political problems are related to the misuse of that 
vital few feet and Hongkong is no exception. Pro- 
blems facing the Colony’s industry and agriculture 
as well as the water supply situation arise as effects 
of soil erosion. 

Under nearly all natural conditions a fine 
balance is achieved between the rate of soil forma- 
tion from the breakdown of underlying material and 
the wastage due to rainwash, wind and landslides. 
In these conditions the thickness and type of soil 
depends on a number of factors, the most important 
being climate, vegetation, rock type and the slope 
of the land. That this balance continues to exist 
depends cn all these factors and if in utilising the 
land, man radically alters one or more of them 
equilibrium may be destroyed, and a far-reaching 
chain reaction started. 


Any upsetting of this type turns land-use into 
land exploitation and often results in the vital agri- 
cultural layer being lost. This may mean that a 
wait of some hundreds of years is necessary before 
natural conditions again produce a useful soil. The 
importance of the vegetation cover must be empha- 
sized as most problems of soil erosion and floods 
can be traced to unwise modification of natural 
vegetation, either by deforestation, unsuitable agri- 
culture, or overgrazing and overcutting of grass- 
lands. As a result wide areas in many parts of 


the world have been severely eroded, and numerous 
examples of exploitation can be sited. Statistics 
from the U.S.A. are readily available and _ the 
following data illustrate the extent of the problem 
in that country: 


EROSION IN THE U.S.A. 


AREA 
Type (inillions of acres) . Percentage of Total 
Continental U.S.A. 1,905 100 
Badlands 148 8 
Severely eroded 282 15 
Moderately eroded 775 41 
Slight or no erosion 700 37 


SELECTED FIGURES TO SHOW 
RATES OF WASTAGE DUE TO EROSION IN U.S.A. 
Average Rate of Loss 


State Drainage Area of Soil Per Year 
Measured in Sq. Miles in Tons Per Sq. Mile 
Maryland 299 890 
N. Caroline 3,930 595. 
Ohio 115 1,026 
Towa 417 10,884 
Kansas 9,099 1,208 
Missouri 8,220 768 
California 30.3 2,470 


These figures are interesting in that nearly all 
of the accelerated erosion has taken place since the 
spread of farming over the interior and west of the 
U.S.A., and that most has occurred with the rapid 
growth of population within the last hundred years. 
General statistics show that in the humid areas 
sediment in streams has increased twenty-five to 
hundred times since natural conditions have been 
disturbed. It is estimated that in the U.S.A. 110 
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million acres of formerly useful land are now com- 
pletely useless to agriculture and about 500,000 
more acres a year will be lost unless wide areas 
are strictly controlled. This great national pro- 
blem has now been given a high priority and although 
spectacular schemes like that of the T.V.A. are 
not being repeated much soil conservation work is 
being done and the problem is kept well in the 
public eye. 


Erosion problems in Africa if less studied are 
no less urgent: one of the reasons for the large 
scale failure of the groundnut scheme was due to 
the effects of erosion. The late Field Marshall 
Smuts said of the Union of South Africa that soil 
erosion was “bigger than any politics’,* and indeed 
there are few aspects of the political problems of 
South Africa that are not connected with land and 
erosion. India, Australia, New Zealand, South 
America, the Mediterranean region and China can 
all provide similar examples. 


In many of these cases large scale measures 
have been taken to attempt to combat the situation 
and a mass of material is available to provide a 
ea Re for the solution of our own local pro- 

ems. 


TYPES OF EROSION: The exact way in 
which erosion takes place depends on the prevailing 
climatic and physical environment. Local agents 
of erosion are mainly water, wind and gravity. 
Water erosion, the main agent, can be sub-divided 
into Sheet Erosion, Gullying and Stream Bank 
Erosion. 


SHEET EROSION: This is the removal of sur- 
face layers of soil by water action. During a heavy 
storm water will fall more quickly than it can enter 
the soil and a surface layer of muddy material will 
accumulate. Rain drops splashing into this layer 
cause a movement of mud cut in every direction. 
If this takes place on a slope the small soil par- 
ticles will fall further on the downhill side. Once 
loosened they are helped on their way by the run 
off of the water as it moves downhill and the rolling 
of small particles causes further wearing away, and 
a small channel may develop. On bare sloping 
ground one heavy storm can remove vast quan- 
tities of material in this way; particles being moved 
as a general layer over the whole surface area. 


Sheet erosion acts in an insidious way as in 
the early stages the effects are not prominent. 
Later when the soil is completely removed and 
damage becomes obvious the best time for corrective 
action has already passed. 


Observations would seem to indicate that the 
only areas in the Colony free from rapid sheet 
erosion are:—(a) Well terraced agricultural re- 
gions; (b) Forested areas with good forest cover 
and a shrub undergrowth; (c) Dense shrub covered 
areas mainly constituting the upper stream valley 
regions. 


* G. V. Jacks & R. O. Whyte: 
survey of soil erosion. 


“The Rape of the Earth’. A world 
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The lower agricultural land is usually 
well cared for and erosion is slight but the hill- 
slopes are looked on as a region of exploitation. In 
some cases this neglect is affecting the well covered 
lower land. Most of the grassland on the hills does 
not constitute a good cover as in many cases it has 
been so frequently and completely cut or burnt 
that, the actual grass only covers about 50 per cent 
of the surface. The rest is well exposed for sheet 
erosion. The amount of debris washed down from 
such areas while probably not equal to that from 
gullied regions will have an important action in 
connection with reservoir sedimentation, run-off 
rates, and other problems. 


GULLYING: Gullying is a development of 
sheet erosion; depending on factors of soil type and 
profile; sub-soil depth and slope. If the sub-soil is 
friable the small channels cut by sheet erosion tend 
to develop rapidly. The underlying material is 
quickly washed away and as the channel deepens 
to a gul'y more water is attracted to it and the 
process is thus continued and accelerated. 


Usually U-shaped gullies often have very steep 
sides and heads which can develop to cut up acres 
of land in a very short time. It is estimated that 
40,000 to 50,000 tons of material were removed from 
one U.S.A. gully in eight years. 


The effects of the removal of such large masses 
of subsoil may be widespread. It is carried into 
the main rivers which can become blocked and liable 
to flood, and when flooding, deposit the usually 
infertile debris over agricultural land. Even off- 
shore areas may become unduly silted up and navi- 
gation difficulties follow. 


GULLIED AREAS IN HONGKONG: General- 
ly the distribution of sheet erosion and gullying in 
Hongkong seems to be closely correlated with the 
geology and with the action of weathering on dif- 
ferent rock types. The true ‘badlands’ are confined 
to certain areas of the Hongkong granite though 
gullies occur on several other rock types. The most 
severely affected regions are in the Castle Peak and 
Tai Lam Chung districts. Almost all the land is 
cut up by gullies, little vegetation cover of any type 
remaining, except in some valleys. A similar state 
exists in the Kowloon foothills, the eastern side of 
Kowloon Bay, parts of the west side of Shatin cove 
and west of the Kowloon reservoirs. Most other 
areas of Hongkong granite show gullying in places 
but generally less severe than in the named locali- 
ties, 


The Land Utilization Survey map together with 
the geological map of Hongkong will indicate other 
severely eroded patches on the Lantau porphyritic 
granite, the Rocky Harbour volcanics, and other 
rock types but in no case is the devastation so great 
as in the granite. 


A further study of Land Utilization shows that 
only about three per cent of the total area of the 
Colony is covered by woodland. However assum- 
ing as above that paddy and scrub covered lands 
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and of course built-up areas are comparatively free 
from serious attack we still have over 60 per cent 
of the land liable to intense accelerated erosion. 
Of this probably one-third would be areas affected 
by severe gullying and the rest areas of sheet erosion 
with occasional gullies. 


STREAM BANK EROSION: Often in an 
eroded region the extra local load provided by 
accelerated erosion is swept downstream in flood 
times by the main rivers. This is often used as a 
tool for cutting into the banks of the main river. 
As frequently the flood plain is good agricultural 
land, this type of erosion if developed can cause 
large financial and territorial losses. 


WIND: Winds are especially active in semi- 
arid regions; and in regions like Hongkong with a 
well marked dry season, the aid of wind erosion can 
become an important factor. It is often the con- 
tinued removal of loose particles of dust from hill 
paths that cause them to become subsidiary water- 
ways in the rainy season. This of course often 
leads to gullying. 


GRAVITY: Landslides and slump are a com- 
mon aid to erosion. Usually the movement down- 
hill is helped by the action of water in lubricating 
the slip surface. This action oftens occurs on steep 
unsupported road cuttings after heavy rain. Be- 
sides these factors gravity assists all the other 
agents in the removal of soil and loose material. 


CAUSES OF LOCAL EROSION: The natural 
vegetation of the Hongkong region would probably 
be forest with dense scrub. Hence in this area the 
natural vegetation has been so radically altered that 
very little trace remains to indicate its type. Not 
all of erosion is of recent development as the 1845 
map indicates that the Kowloon peninsula was even 
then “much cut up by ravines’. 


CLIMATE: Climatic factors are all impor- 
tant in setting the general stage for erosion. The 
most vital is rainfall, though the actual amount is 
not the limiting criterion. Much more depends on 
its distribution and intensity. Thus tropical 
climates can have 140 inches of rain evenly dis- 
tributed throughout the year and still remain free 
from erosion, while areas with a marked dry season 
are much more vulnerable. 


On the average almost 90 per cent of Hong- 
kong’s precipitation comes in between April and 
October and in the other five months evaporation 
is far greater than rainfall. There is thus a general 
drying up in the winter months. Only the stream 
valleys where water is more readily accessible stand 
out as regions keeping live vegetation. This long 
dry period gives ideal conditions for grass fires some 
of which are undoubtedly accidental. 


Much of our rainfall occurs in very heavy 
showers with torrential downpours lasting several 
hours. Almost every year cases of two inches of 
rain in an hour occur and up to 21 inches in a day 
has been recorded. It is this intensity that gives a 
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greatly added power of erosion. The energy of 
running water depends upon velocity and volume. 
Doubling the velocity increases the debris carrying 
capacity of water sixteen times and increases the 
size of the particles it can move sixty-four times. 


Thus in heavy storms when velocity and volume 
of water run off is greatly increased enormous work 
of erosion can be carried out within a few hours. 
In fact much of the extension of gullies, sheet ero- 
sion and landslides are a result of intense storms 
with rapid run-off rather than long continued 
periods of steady rain. Even with concrete nullahs 
and wooded slopes the Hongkong side harbour 
shores soon become brown with sediment after a 
period of intense rain. The results on bare slopes 
and river valleys in the New Territories can be 
readily imagined. 

It is interesting to note that wind velocities are 
on the average greater in the winter months even 
though typhoons are comparatively rare in that 
season. The average November-March velocity is 
13.5 miles per hour while that for April-October is 
only 11.9 miles per hour. It is in the dry winter 
months that soil losses due to wind are more 
likely. 


CUTTING AND BURNING: These natural 
climatic factors tend to assist accelerated erosion, 
they are rarely the complete cause of it. Most of 
the development of erosion in Hongkong can be 
traced to the removal of the vegetation covering, by 
deforestation especially during the war period, but 
also by continued close cutting and burning which 
has prevented any growth of secondary scrub which 
would serve as a soil protecting agent. This type of 
vegetation is often found in stream valleys remote 
from footpaths and not usually needed for fuel or 
fodder. In contrast the more accessible spurs are 
shaved clean of grass which is cut so short that 
much of it dies in the dry season and bare spaces 
are left for sheet erosion to develop. There is also 
a strong reluctance to allow any tree excepting 
Fung-Shui woodland to grow to a reasonable size 
and all forestry lots have to be watched to prevent 
or at least minimise illegal cutting. 


The areas that are left after cutting are often 
deliberately burnt over in the misplaced belief that 
the first rains will wash down the ash to fertilise 
the lower fields. It would seem likely that so much 
other infertile material is also washed down that 
any advantage would be quickly outweighed. 


The importance of a vegetation cover that 
breaks the force of rain against the earth, and pro- 
vides a dense network of roots to hold the soil 
together has already been emphasized. Also with 
a good vegetation cover run-off is reduced and a 
more even supply of groundwater is available. 


WARTIME MEASURES: Often the obvious 
gullying is explained away by blaming the Japan- 
ese. It is indeed true that much damage was done 
by the lack of control and excessive cutting during 
that period but, as has been pointed out, the 
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problem existed long before that time though the 
occupation set us back many years in our reforesta- 
tion programme. 


More important is the fact that damage is still 
spreading, often into new areas. A careful observer 
will note new gashes in the hillside after a fire or 
in a newly cut area. Areas north of Plover Cove 
were noticed to be rapidly eroding after burning 
earlier this year. Other areas in North Lantau 
appear to be newly attacked. As future agricul- 
tural schemes plan the development of more remote 
areas more intensive hill cutting may spread and 
erosion may result unless some considerations of 
soil conservation are applied. 


MINING: Accelerated erosion is often asso- 
ciated with mining and the New Territories provide 
several examples. Much of the mining in Hong- 
kong is either open cast as quarries or in the form 
of surface scratchings and the debris and talus from 
these pits disfigure considerable areas. Streams 
are overloaded with waste and the pits often form 
the starting point for gullies which spread beyond 
the original mining area. Wolfram mining areas 
are usually on Hongkong granite, and thus are 
particularly susceptible to gullying. 


In the Korean War period when wolfram prices 
were extremely high, illegal diggings were made 
at any likely spot and these often abortive pits are 
found all over the New Territories. Numerous 
shallow pits at Hai Wan north of Lyemun have 
covered the whole hillside with debris still bare of 
vegetation although work there ceased at least two 
years ago. Also at Castle Peak the wolfram dig- 
gings have been cut up and extended by gullies 
which now affect the whole foothills of the area. 


With the establishment of a Mines Department 
and the great drop in the price of wolfram the rate 
of illegal mining has been reduced to quite small 
proportions. However the problem of waste dis- 
posal remains even in established mining lots. 


FOCTPATHS AND BUILDINGS: In the 
New Territories most of the footpaths take the 
easier route over the spurs, avoiding the _ steep 
irregular stream beds. Many of these well trodden 
paths become bare patches of earth on the already 
dried up slopes and they form small depressions 
as the loose dust is blown or washed away. These 
small hollows form ready made water courses in 
the rainy season and considerable potholes can be 
seen developing on footpaths. In some cases these 
have extended to become gullies which divert much 
water from the original stream. Accessible 
examples are found behind Shaukiwan and in the 
area northeast of the Lyemun gap. 


Several of the new building-sites on the Shatin 
Road developed considerable gullies during the May 
rains and much material was deposited in the stream 
beds below. Any built-up site on steeply sloping 
ground is liable to extreme damage if the bare earth 


i" eas unprotected and heavy and prolonged rain 
alls. 
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In a similar way road extensions on steep 
slopes have to be carefully graded and planted with 
trees to reduce erosion, but much embankment 
material was recently washed away on the Taipo 
Road. In all these cases the damage is twofold; 
besides the undermining of the site or roadway, 
eroded material is often deposited on nearby low- 
lands. 


SOIL, SOIL PROFILE AND SLOPE: Much 
of the extent of the resulting erosion from the 
causes listed above is governed by physical factors. 
Once the surface has been laid bare the type and 
depth of soil, slope and other factors give a varia- 
tion in the effect produced. 


For instance the Hongkong granite often breaks 
down into a very.friable product which if it has 
been allowed to accumulate forms thick layers of 
weathered material. Much of this broken up 
matter is composed largely of quartz grains to- 
gether with a clay mass of the other decomposed 
minerals. Once the upper loam layer of soil has 
been removed this subsoil is very rapidly washed 
away and gullies develop. Boulders of granite 
which are left relatively intact remain upstanding 
as tor like masses. The porphyry of Nerth Lantau 
also weathers deeply in places and a similar, though 
less pronounced, effect occurs. 


The Rocky Harbour volcanics also show deep 
weathering and some gullying occurs though soil 
structure seems to be less susceptible to erosion 
but as this rock is usually found in more remote 
areas less drastic disturbance of vegetation may also 
help to localise gullying. 


The Repulse Bay volcanics and Tai Mo Shan 
porphyry seem to be more resistant to weathering, 
forming the highest ground. However as vegeta- 
tion is removed a considerable amount of sheet 
erosion can take place over these areas. At the 
present there is very little information concerning 
soils, soil profiles and weathering available for 
Hongkong and so very little data on which to base 
the exact importance of these factors. 


Slopes in Hongkong are generally steep so that 
the formation of deep residual soils is naturally 
confined to limited areas. The steepness of the 
land aids erosion in concentrating run-off at exces- 
sive velocities and also in the more rapid removal 
of material downhill by gravitational processes. 


Thus a combination of factors has resulted in 
widespread damage to our Hongkong countryside. 
Our much maligned climate can be blamed to a 
certain extent but generally it is poor agricultural 
practice, combined with the effects of over-popula- 
tion and wartime events, which has brought about 
the present state of affairs. 


The far-reaching effects of this misuse and 
possible remedial measures will be discussed in an 
article to be published in the next issue of this 
Review (July 28). 
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TRIALS AND TRIBULATIONS OF 
CHINESE BUSINESSMEN 


The whole system of Soviet economic planning is being 
thoroughly overhauled so as to reduce centralised direc- 
tion, except in the case of the most important products. 
Only one-third the number of items comes into the Soviet 
plan for 1955 compared with the total the 1953 plan tried 
to cover. It was admitted by the official organ of the 
State Planning Committee that excessively centralised plan- 
ning led to blunders, excessive red tape and inflation of 
Government accounting. Centralised planning was often 
done badly and without knowledge of varied local conditions 
and possibilities. At the same time a whole army of 
bureaucrats were sent about their business—other business! 

China’s economic centralism is in too much of a condi- 
tion of confused adolescence to be put in the same category, 
but even now it is clear that the system of excessive cen- 
tralisation leads to all kinds of defects and contradictions. 
Targets have to be reduced in the course of the year when 
the quarterly reports make it clear they will not be attained, 
though when at the end of the year it becomes necessary to 
proclaim fulfilment and over-fulfilment it is never explained 
that the targets have been shortened drastically. In some 
cases targets have had to be lowered several times to make 
certain that at the end of the year fulfilment and cver- 
fulfilment could be claimed. In any case the Russians are 
never blamed for this, and indeed they do not have to be 
bothered with the detailed work. But the Chinese factory 
managers are often put in the painful position of going 
through criticism and self-criticism for having “neglected 
faithful execution of the Russian experts’. instructions.” 
There are frustrations and inept mistakes all round: Failures 
of the Five Year Plan have been such that at best the com- 
bined results of the first three years are estimated by care- 
ful experts to be less than half of the total programme. 


Industrialists and merchants.in China were warned by 
the Minister Li Chu-chen that they must clearly recognise 
the future of social development. The country is passing 
over to a Socialist society, and this is “the inevitable ten- 
dency of social development that is not determined by the 
will of man, nor can it be resisted by human strength. It 
is clear. as clear could be that private industrialists and 
merchants can have a bright future only when they follow 
this course.” If they fulfil their duties at their posts of 
work, they would certainly have power; if they studied hard, 
they would certainly succeed in reforming themselves. 
Capitalists will then have been “transformed into labourers” 
and will be'able to “enjoy a happy life together with all 
labouring people of the country. Thus they should no 
longer maintain a wait-and-see attitude but re-mould their 
ideology as soon as possible, and accept transformation which 
is the sole and best outlet for them.” But though they had 
“received education” some said it was easy to “love the 
country” but hard to abide by the laws, while others com- 
plained that there was no law to abide by anyway! Many 
tried to withdraw their capital to purchase “means of life” 
or indulged in gluttonous eating and drinking—an abomin- 
able practice when the money is so badly needed for other 
purposes! Moreover, they find loopholes in the _Constitu- 
tion, which is “an expression of resistance.” It is against 
the spirit of the Constitution and is not tolerated. They 
should husband their capital “honestly.” 

But more and more of these privates enterprises are 
being taken care of and the 23 enterprises in the higher 
form of State capitalism in Tientsin alone in 1953 will be 


increased by 61 this year (1954). State processing jobs and 
orders for goods, underwriting of sales and State purchase 
averaged over 65% of the gross industrial output of private 
industries in 1953 and reached more than 80% in the first 
half of 1954. In the sphere of private commerce, grain, 
oil, and yarn cloth trades have been transformed, and many 
private retailers have created business relations with State 
commerce. Thus a tremendous and far-reaching develop- 
ment is taking place in the practical life of the country. 
Merchants should welcome it, not fear and evade it. Many 
of the small factories represent a problem, because they 
are dispersed, backward and lack the necessary conditions for 
joint operation. 


Another official, Hu Tzu-ang, who is also concerned with 
the work of industrial and commercial circles, and with 
their taxation, stressed the seriousness of tax evasion. As 
a result of “democratic appraisal” 85% of the taxpayers 
among private industrialists and merchants in Chungking in 
the first half of 1954 sent in supplementary returns. They 
represented 52-trades and the make-up payments amounted 
to 44% of the total. One firm alone made up tax to the total 
of 370 million yuan. Some capitalists were active at group 
meetings but soon revealed their colours when someone cri- 
ticised -capitalists and the bourgeoisie. When it came to 
profit and loss, they constantly betrayed “their self-seeking 
nature.” One capitalist bought watches worth 20 million 
yuan for his wife and remitted 13 million to his son allegedly 
for food expenses at school. 


Not only must leadership of the State economic units 
be strengthened but it is also necessary to organise super- 
vision by the working masses. Many difficulties were being 
encountered in the change over and transformation, but 
capitalists who have special talents as regards industrial 
management and technology should be organised, educated 
and encouraged to reveal their technical secrets! Veteran 
engineers should be given proper honorary rewards as well 
as material rewards by the State but cadres must under- 
stand that transformation is a protracted and arduous pro- 
cess but that it must and can be carried out. 


At the same session of the National Congress the 
scientist Hou Teh-pang described himself as a victim of 
American imperialist education and said he was “highly 
contaminated” by the British and American capitalist educa- 
tion. At an early stage of the anti-Japanese war he took 
up planning work in chemical engineering in Britain, the 
U.S. and Hitler’s Germany, and even when China was first 
liberated, he still thought that the British and American 
scientific and engineering techniques were not bad. “I had 
a different understanding after learning from the Soviet 
Union and discovered that the latter far surpassed Britain 
and America in scientific progress, and its textbooks were 
more abundant and practical, and also much cheaper.” Re- 
search in China, he said, was insufficient to cope with the 
demand of economic and defence construction. Chinese 
scientists must learn from the Soviet scientists, who com- 
pleted fheir research into atomic energy in the short space 
of three to five years and are now applying this to the con- 
quest of nature. “They used the energy to level mountains, 
to excavate, to change the climate, and to make green the 
deserts. They also used atomic energy to operate power 
plants and made the Soviet Union the first country to build 
atomic power plants.” 
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ORGANISATION AND SUPERVISION IN CHINA 


The system of people’s assessors is being universally 
promoted in all places in Kwangtung, and thereby the 
people’s courts are being placed in more intimate contact 
with the masses. Statistics from 93 counties show that 
7,600 permanent assessors and 1,775 temporary assessors 
have been elected in over 3,000 hsiang and streets to take 
part in trial werk. Because these people’s assessors come 
from the masses they are familiar with the affairs of the 
masses and are capable of “reflecting the views and demands 
of the masses.” This is claimed to enable the courts to 
deal with the lawsuits with “enlivened capacity and enhanced 
efficiency.” 

At the same time 242 circuit courts have been set up 
in Kwangtung to facilitate the lodging of complaints by the 
masses and the trials, whereby manpower, money and time 
are saved and all kinds of lawsuits can be dealt with speedily. 

Mediation committees have also been set up in 96 
counties, which “make use of the strength of the masses” 
to mediate the disputes among the masses. By the end of 
1954 there were 7,250 mediation committees, employing the 
services of more than 47,000 mediators to mediate over 
24,000 cases of disputes, involving the masses in the space 
of half a year. 


The people’s courts have set up reception rooms to 
settle matters of doubt and difficulty for the masses, to 
draft petitions in their behalf, to take down their statements, 
and to deal with their minor civil disputes and less serious 
criminal disputes. 


Another method whereby the “loose grains of sand” 
as Dr. Sun Yat-sen almost despairingly called his own people 
are being brought into the Communist administrative system 
in China is the use of Street Offices and Inhabitants’ Com- 
mittees, which have been set up in many cities. In Peking, 
Tientsin, Mukden and Shanghai and some 70 cities altogether, 
there are now 888 street offices, presumably for the official 
or the liaison resident and well over 7,600 Residents’ Com- 
mittees. They have a thousand and one jobs to do for 
Government and the residents. They organise relief work, 
ensure that all who can possibly look after themselves forego 
the dole, and that relief payments are reduced wherever 
possible, whereby in Chungking alone they reduced the 
monthly relief funds by three-quarters. They saw to it that 
rent for public property was paid in full and actually ex- 
ceeded the target, and assisted in many other ways. 


The residents’ committees play a notable part also in 
meeting the production, study and living demands of the 
residents; help to solve shortages of water and electricity 
supply; mediate in disputes; supervise public health work 
and organise literacy classes, newspaper reading groups, 
and creches. The Kuhsi committeee in Fukien settled neariy 
600 disputes over marriage, debts and real _ estate 
in the past three years. They also make Government 
policies better known and more palatable to the residents. 
Some of them helped dependents of workers who had been 
transferred to industrial centres. They facilitate three 
things—government work for the masses, reflection of 
mass views and the work of the activities. 


The supervisory organs (a kind of economic secret 
police) at all levels have sharpened their checkup on econo- 
mic construction in accordance with the decisions of the 
third National Supervisory Work Conference. Now about 
4,000 of these supervisory organs have been set up in China, 


chiefly in the financial and economic organs. There are now 
some 20,000 supervisory officials, while there are no less than 
100,000 persons acting as supervisory correspondents (in- 
formers). The Harbin Railway Auditing Bureau is being 
reinforced by officials who have undergone special training. 


The supervisory offices of six Ministries, including the 
Ministry of Heavy Industry, have cut 18,400 million yuan 
from the expenditure, and checked the possibility of hoarding 
and waste. 


Twelve railway bureaux curtailed irrational expendi- 
tures amounting to 6,018 million yuan, and after investi- 
gations discovered losses, waste, funds recoverable or over- 
paid, surplus supplies corruptions, and funds recovered and 
recoverable amounting to 5,050 million. During 1954 the 
supervisory organs largely paid attention to people’s de- 
nunciations and appeals, thereby greatly strengthening the 
ties between the Government and the people. In the first 
nine months of the year the Central Supervisory Committee 
alone handled 2,800 cases concerned in popular denuncia- 
tions and accusations. 


The extraordinary effectiveness of State control in China 
under the present regime is shown by the fact that com- 
modity prices remained stable throughout 1954, despite 
shortages, large exports, and floods. The retail prices for 
staple brands of flour, rice and cloth were the same in Decem- 
ber last as they were in December 19538. Rises or falls in 
a variety of goods were a mere fraction of 1%, and a 
Peking report especially praises the control exercised in 
the flood areas last summer around Wuhan, which kept the 
prices unchanged and thus challenged the agelong pheno- 
menon of grain price rising with floods. 


The State sold one-third more grain in 1954 than in 
the previous year, according to the Ministry of Food. Growth 
in the amount of grain “re-shuffled” by the State reflected 
the development arising out of the shift of population into 
industrial and mining areas. The consumption rate in areas 
growing industrial crops has also gone up radically. In 
areas given over entirely to cotton in Shantung, Hopei and 
Honan the demand for grain went up four times in 1953 
compared with 1950. In the first full year of operation the 
State purchased 60% more grain than in the year before. 
More than one-third (35%) was sold to the peasants. Over 
190 million peasants bought grain from the State, including 
cotton growers, grain-deficient peasants in grain-producing 
areas, and peasants who must buy in grain to meet needs 
after selling out. This was a tremendous job, and no doubt 
there were complaints, but so far the Party Press has de- 
voted its attention to praise rather than to blame on this 
score. 


It was due largely to the drive of the officials that the 
peasants in the large flooded areas developed fresh fish 
farming on a large scale. They were set a target of 240 
million catties in three months of the value of 178,000 
million yuan, while in the Northern centres like Tientsin and 
Paoting, flood refugees carried out 60 kinds of subsidiary 
production. In the Huai River the flood-stricken people 
were in many cases able to buy grain with funds gained from 
subsidiary production and thus help to overcome the food 
deficiency. Huge sums were also made available in credits 
for relief. In Hopei alone the total was 100,000 million 
yuan and in Kiangsu 24,000 million, which conveys the sur- 


July 21, 1955 


71 


ECONOMIC INDEPENDENCE IN CAMBODIA, 
LAOS, AND SOUTH VIETNAM 


Although military and political developments in the 
Indochinese states of Cambodia, Laos, and South Vietnam! 
have long dominated the news from that distant region of 
the world, less striking but nonetheless important changes 
have recently been taking place in the economic status of 
these three countries. 

At the beginning of January 1955, the monetary and 
customs union which had previously existed in Indochina, 


prising implication that the floods in Hopei were more de- 
vastating than those in the Huai region. 

It is stated, in this connection, that planning of the 
Yellow River valley has been completed. Geological pro- 
specting and testing and surveying of the Sanmenhsia re- 
servoir—the biggest hydraulic pivot in the middle reaches, 
are in progress. The Planning Committee have drafted 
plans for prevention of flood in the lower reaches; for land 
irrigation in the valley; power supply to new _ industrial 
bases; soil preservation in the Northwest loess area to pre- 
vent loss of water and soil; and development of Yellow 
River shipping. 

State coal mines barely fulfilled the plan for the year 
by mid-December but it was hoped that the whole output 
for the year would be 18% up on the previous year, which 
seems a bit of a load for the last fortnight to carry, even 
if China had no Xmas holidays. 


The draft economic plan for 1955 of the Canton Muni- 
cipal Planning Committee was recently published. It called 
for a total industrial increase of 13.61% while local State- 
owned industry will take over a further 22.41% of the total. 
The non-private amount is to be raised to nearly 40% com- 
pared with 21.388 in 1954. 

Suburban agricultural production is to go up by less 
than 8%, most of the increase being in technical crops and 
pig-raising. Producer co-operatives and mutual aid teams 
_ are to be enlarged. 

The Statistical Bureau of the Province of Kwangtung 
claimed that there was an increase of 12% in the grain yield 
' in 1954, and of 24% compared with 1952: The increase was 
fairly general, with the largest leap on Hainan Island of 
nearly 20%. 


It is stated that the grain yield in 1954 was due to the 
continued progress in agricultural economy in the past five 
years, to the gradual expansion of the co-operative move- 
ment, and to the incessant elevation of the positive quality 
of the peasants in production as well as the subjugation of 
natural calamities under the policy and leadership of the 
Party. There was “a fervent tide” for increased production 
in the villages. Technical reforms and better irrigation 
helped improve yield. The big development of mutual aid 
and co-operatives led to a total of 4,630 producer co- 
Operatives in 1954, and organised peasants amounted to 
more than 50% compared with 10% last year. It is as- 
serted that this also resulted in the promotion of reform and 
improvement in techniques as well as in fighting natural 
calamities, which checked the damage. The Government 
‘issued in 1954 a total of nearly 350,000 million yuan in 
| loans, excluding loans for winter ploughing to help the 
peasants tide over difficulties in production and hardships 
incurred by famines and natural calamities. 


and in the management of which France had had an im- 
portant voice, was formally dissolved, and in its place were 
established, under the exclusive jurisdiction of each govern- 
ment concerned, three separate national central banks, 
monetary systems, and exchange and import control mechan- 
isms. These and related institutional changes introduced 
at the same time have resulted in a full national economic 
independence for each of the three Indochinese states that 
complements the political independence which they had 
already achieved somewhat earlier. 


Symbolizing this shift to national economic independence 
is the fact that at the beginning of this year the United 
States Government, which had previously channeled the 
great bulk of its extensive aid to Indochina through France, 
initiated a program of aid directly to each of the three 
states. This program is designed to bolster these countries 
against the threats of Communist aggression from without 
and subversion from within. Coupled with the breakup of 
the monetary and customs union, this shift in the direction 
of United States aid is likely to have significant effects on 
the pattern of the external trade and finances of the three 
states and to cast many of their economic problems in a 
new form. 


HISTORICAL BACKGROUND 


From 1887 to 1949 Indochina, organized as a federation 
of the protectorates and colonies of Annam, ‘Cambodia, 
Cochinchina, Laos, and Tonkin, had been under the com- 
plete political and economic control of France, except for 
several years during World War II when the area was con- 
trolled by the Japanese. During this period the French had 
steadily developed the economy and the foreign trade of 
Indochina and had built up a large investment stake in the 
area. Rice, formerly grown only for local consumption, be- 
came an important export crop; and py the outbreak of 
World War II Indochina had achieved the position of the 
world’s third largest exporter of rice. Rubber cultivation 
was introduced, and the area became the world’s fourth 
largest natural rubber producer. Roads, railways, and 
canals were built, ports were modernized, irrigation and 
power projects were constructed, and various industries, 
mainly of the processing sort, were developed. But at the 
outbreak of World War II Indochina remained, and still re- 
mains today, an under-developed and predominantly agricul- 
tural economy geared to the production and export of rice 
and rubber and such other primary products as _ maize, 
pepper, sugar, and tea. Large mineral deposits, notably coal 
and iron, which the French had only partly exploited, also 
exist, but these are heavily concentrated in North Vietnam, 
now under Communist control. 


Following the re-establishment of French control after 
the disruption caused by World War II, hostilities broke out 
in December 1946 between the French and the Communist 
forces of the Viet-Minh. Mindful of the nationalist senti- 


1 The term ‘South Vietnam’ will be used in this article to denote 
that part of Vietnam which is south of the 17th Parallel and under the 
government headed by Ngo Dinh Diem. The truce agreements of July 
1954, which brought the war in Indochina to an end, formally divided 
Vietnam into two parts, the part north of the 17th Parallel being 
placed under the jurisdiction of the Communist (Viet-Minh) Government 
headed by Ho Chi Minh. Most of the north, however, had already been 
under Communist control. 
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ments of the Indochinese people, and of the need for more 
effectively mobilizing their support in the common .war 
against the Communists, France agreed on March 8, 1949 
to the union of Annam, Cochinchina, and Tonkin as the 
State of Vietnam and granted the new state internal so- 
vereignty and membership in the French Union. Similar 
agreements were concluded on July 19 and. November 8, 
1949, with the Kingdom of Laos and the Kingdom of Cam- 
bodia, respectively. 

In order, however, to preserve the benefits of the econo- 
mic unity that had been built up in Indochina over a period 
of eighty years, the decision was reached at a quadripartite 
conference held at Pau, France, from June to November 
1950, to establish a monetary and customs union in Indo- 
china. Moreover, to give France a voice in the administra- 
tion of that union and of certain other common services, to 
the extent that the interests of France and of the French 
Union were involved, a system of quadripartite supervision 
and control in these various fields by France and the three 
states was agreed upon. 

Thus, for example, a quadripartite-controlled bank of 
issue—the Institute of Issue, which took over the note-issuing 
function formerly exercised by the Bank of Indochina— 
was set up on January 1, 1952; in addition to issuing a 
common currency, it was to perform certain other central 
banking functions on a limited scale for the area as a whole. 
A customs union, also under quadripartite supervision, was 
likewise set up; trade between the three Indochinese states 
was to be completely free, and customs receipts collected 
on imports from outside the area were to be divided among 
them in specified ratios. Although it was provided that the 
administration of exchange and import controls would be 
taken over by the Institute of Issue, it actually remained 
in the hands of the French-controlled Indochinese Foreign 
Exchange Control Office. (Since the three states remained 
in the French franc monetary zone, these controls continued 
to be closely harmonized with those. of France and other 
members of that zone). The Pau Accords also provided for 
quadripartite control in the administration of certain other 
common services, such aS communications and the Port’ of 
Saigon, and in the fields of import programming and immi- 
gration. Each of the three states, however, established its 
own national treasury; and the former common Indochinese 
Treasury was abolished. 


The monetary ‘and customs union and the system of 
quadripartite control set up by the Pau Accords did not 
work out smoothly. Frictions and obstacles developed be- 
cause of differences in economic interest; and various re- 
taliatory measures, which ran counter to the letter and 
spirit of the arrangement, were taken by the three states. 
Besides, there was a natural desire on the part of each 
state to assume full charge of its own financial and economic 
affairs. The unilateral action by France in devaluing the 
Indochinese piaster in May 1958, and the sharp rise in prices 
that it provoked, served further to undermine the basis of 
an already fragile arrangement. So long as the war with 
the Viet-Minh continued, however, the mechanism held to- 
gether. 


BREAKUP OF QUADRIPARTITE SYSTEM 


Following the truce agreements of last July, there was 
an obvious strengthening of existing pressures to liquidate 
the monetary and customs union and to remove the remain- 
ing vestiges of formal French control. These objectives 
were finally realized at the beginning of 1955, as the result 
of a series of interstate conventions signed in Paris late in 
December 1954 following a conference between the three 
states and France. 

Briefly, these conventions abrogated the Pau Accords 
of 1950, provided for the liquidation of the various mechan- 
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isms and organs that had been established under these 
accords, and transferred to each of the three states full 
control of those aspects of its monetary, trade, exchange, 
and other affairs that had previously been under quadri- 
partite contro]. Pending the negotiation of more detailed 
bilateral agreements at a later date, moreover, certain of 
the conventions also defined in provisional terms the future 
relations of the various parties with each other in the 
financial, customs, and other fields. 

With the breakup of the quadripartite-controlled mone- 
tary and customs union, each of the three Indochinese states 
will henceforth be free to issue and control its own money, 
to fix its own rate of exchange, and to determine its own 
exchange and import controls and its commercial policy 
(including the right to impose customs duties and import 
and payments restrictions against each other). Thé Institute 
of Issue ceased to function on January 1, 1955, and its 
assets and liabilities are being distributed among three new 
national central banks, which commenced operations at the 
same time.2 The Indochinese Foreign Exchange Control 
Office was likewise abolished on January 1, and its func- 
tions were assumed by national exchange offices attached to 
each of the three central banks. Provisionally, at least, the 
three new currencies—designated the riel, the kip, and the 
piaster in Cambodia, Laos, and South Vietnam, respectively 
—have each been fixed at a parity of ten French franes 
to one unit of the local currency, or at the same parity that 
had existed between the franc and the Indochinese piastre. 


Each of the three states is initially maintaining a tie 
with the franc monetary area and presumably patterning 
its exchange and import controls along the general lines of 
those previously prevailing for Indochina as a whole. South 
Vietnam, in fact, has formally committed itself for at least 
a year to membership in the france area, with its trade and 
payments to continue to be relatively free with other mem- 
bers of the area. South Vietnam has also agreed to turn 
its foreign exchange receipts over to the central reserve pool 
in Paris, but with the stipulation that it can at any time 
fully withdraw any exchange so ceded which it has acquired 
through foreign aid or loans. Laos and Cambodia have not 
as yet, however, formally committed themselves to continued 
adherence to the france area. 

Although three new currency units have formally been 
established, the three states are continuing provisionally to 
use the currency already in circulation, namely, the notes 
of the liquidated Institute of Issue (which had been printed 
in three national types but which had circulated freely as 
full legal tender in all three states) and the notes which 
the Bank of Indochina had issued before January 1952, the 
liability for which had been assumed by the Institute. (Each 
of the three new central banks is currently issuing, how- 
ever, only Institute notes of the national type peculiar 
to its country). Presumably both categories of notes will 
be replaced before long by new and distinctive national 
central bank notes. But so long as common currencies con- 
tinue to circulate in the three states, it will be necessary for 
payments to continue to remain completely free among the 
three states, for their currency units to be kept at parity 
with each other, and for their national exchange and import 
controls with regard to the outside world to be closely har- 
monized. 


SHIFT IN UNITED STATES AID PROGRAM 


Until the beginning of 1955, the extensive aid which 
the United States Government had given to Indochina had 
been funneled predominantly through the French. Ship- 


2 The three new central banks are equipped with considerably wider 
functions and powers than the Institute of Issue which they replaced, 
especially as regards credit control, credit operations with banking 
institutions, and foreign exchange transactions. 
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ments of military supplies and equipment, the largest com- 
ponent of that aid, had been made directly to the French 
forces in Indochina. Dollar payments had also been made 
directly to France to reimburse it in part for the francs 
which it had used to buy the piasters needed for the sup- 
port of the French and the national armies in Indochina. A 
small amount of United States economic and technical aid 
had, however, been extended directly to the Indochinese 
states themselves. 


In keeping with the new economic status of Cambodia, 
Laos, and South Vietnam, United States aid since January 1, 
1955 is now being channeled directly to each of these states. 
The composition of our aid to Indochina has likewise under- 
gone some transformation. The bulk of our aid is now 
going to finance the feeding, clothing, and pay of the armed 
forces of the three states. At the same time, we are con- 
tinuing to provide these states with economic and technical 
assistance designed to raise their levels of production and 
exports, both of which are still far. below 1938 levels, and 
to prop up governments that are administratively very weak. 
In the case of South Vietnam, aid is also being given to care 
for more than 600,000 refugees who have fled from the 
north since last July and to help integrate them into the 
economy. Obviously, these various requirements cannot be 
met without United States aid in view of the low income 
levels and limited budgetary and foreign exchange resources 
of the three states, accentuated by the severe damage and 
economic dislocation caused by eight years of war. 


The basic purpose of this program is of course to bolster 
the three states militarily, economically, and politically, and 
thus to strengthen their ability and will to resist Communist 
Subversion or aggression. The three national armies, which 
are being financed predominantly by our aid, are designed to 
support the authority of the three governments throughout 
their respective territories and to fight initial defensive 
actions should there be an attack from without. Our econo- 
mic and technical aid program, by helping to raise real na- 
tional income, standards of health and literacy, and the 
efficiency of government administration, will tend to streng- 
then the position of the three governments, to help them 
carry out needed economic and social reforms, and to win 
for them a wider degree of public support. 

Most pressing is the task in South Vietnam. In addi- 
tion to the difficulties already mentioned, that state is faced 
with a number of special problems of its-own. It has suffer- 
ed much more extensively from war damage and economic 
dislocation than Cambodia or Laos; and it has lost control 


- over the rich Red River delta in the north which, along with 


the rest of North Vietnam, has formally passed to the Com- 
munists. The present government has not as yet fully 
established its authority over the various influential and 
semiautonomous political-religious sects that exist in the 
country. A number of regions in South Vietnam are still 


“insecure” because the Communists, while having formally 


withdrawn their armed forces as they were obligated to, 


have left behind them many guerillas and agents who still 


exercise control at various local levels. 
urgency is lent to the problem in South Vietnam by. the 


Finally, a special 
fact that the truce arrangements require an election to be 


held in all of Vietnam in July 1956 in order to unify the 
country under a single government. 


SOME IMPLICATIONS OF THE NEW SYSTEM 
The recent shift from indirect United States aid to 


‘Indochina via France to direct aid to the three states is 


likely, in time, to have important repercussions on the orien- 
tation of their foreign trade and external] financial rela- 
tions. -Until the beginning iof 1955 the great bulk of Indo- 
china’s foreign exchange receipts had taken the form of 
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French francs, which had largely represented the counter- 
part of the heavy French outlays in support of the French 
and national armies in Indochina. These francs were avai- 
lable predominantly for expenditures only in the france zone; 
and in recent years some 80 per cent of Indochinese imports 
have come from that zone. Henceforth, however, franc re- 
ceipts will tend to fall off markedly, not only because French 
outlays in the three states on France’s own forces will 
decline as these forces are withdrawn, but also because 
direct United States aid will replace francs as the external 
counterpart of the local-currency outlays in support of the 
three national armies. This change need not necessarily 
cause any shifting-away by the three states from French 
to American goods, since United States aid to the three 
states can be used to procure goods anywhere in the world, 
including France, provided only that certain procurement 
standards of the Foreign Operations Administration (e.g., 
competitive pricing) are met. A substantial part of United 
States aid is in fact likely to be used by the three states 
to finance the purchase of goods in France, especially since 
established trade channels cannot easily be altered. But 
some relative shifting away from France to the United 
States, Japan, and other sources of supply will undoubtedly 
occur, especially over a longer period. The direction and 
speed of this trade reorientation will of course be intimately 
related to the types of import and exchange control systems 
which the three states adopt and to whether or not and to 
what degree they maintain a continued tie with the franc 
zone. These matters, as intimated above, are still in a 
state of flux. 


The new program of direct United States aid, coupled 
with the breakup of the former monetary and customs 
union, may also have repercussions on internal monetary de- 
velopments in the three states. In recent years, Indochina 
has been spared any marked inflation such as might have 
been expected in view of the heavy military outlays 
and the general economic dislocation. This experience, all 
the more remarkable because of the virtual absence of any 
fiscal, monetary, or direct controls, has been basically attri- 
butable to the fact that the dominant income-generating 
outlays, namely, piaster expenditures in support of the 
French and the national armies in Indochina, were financed 
by France and currently yielded the Indochinese authorities 
an equivalent amount of French francs; and, given. the rela- 
tive freedom of trade and payments within the franc zone, 
the incomes so generated and the francs so acquired were, 
in the main, drained away through heavy merchandise im- 
ports from, and remittances and capital transfers to, the 
franc zone. A fair degree of financial equilibrium, largely 
of a fortuitous sort, was thereby maintained. Under the 
new framework; however, this balance may be upset. For 
one thing, the change-over from indirect to direct United 
States aid may cause a retardation, in the short run, in 
the flow of imports into the three states because of various 
restrictions imposed on procurement of goods financed by 
United States aid and because of the temporary disloca- 
tions and time lags involved in shifting over to new sources 
of supply, to the extent that such shifting takes place. 
Secondly, the three states, with their newly won economic 
sovereignty, may want to impose certain additional restric- 
tions on remittances and capital transfers to France in 
order to add to their reserves. Either or both of these 
results or actions, by clogging the safety valves that have 
in the past served to drain off the excess money incomes 
created by internal military expenditures, would tend to 
provoke inflationary pressures. 


CONCLUSION 


National economic independence has imposed new 
responsibilities on Cambodia, Laos, and South Vietnam at 
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NORTH BORNEO IN 1954 


It is the Government’s policy to associate the people 
in the management of their own affairs. This is being 
done in a number of ways. There are numerous statutory 
bodies and advisory committees upon which the public are 
represented, but more important is the growth of local 
government. Legal provision exists for the establishment 
of Local Authorities in both rural and urban areas. The 
first Local Authority under the Rural Government Or- 
dinance, 1951, was established in the predominantly Native 
district of Kota Belud in 1952 largely as an experiment. 
Although experience has shown that the development of an 
awareness of the privileges and obligations of local govern- 
ment can only be a gradual process, the success achieved 
has been sufficient to justify the setting up of further such 
Authorities; and during the year final arrangements were 
made for the establishment as from the beginning of 1955 
of a similar Authority at Sipitang where the popuiation is 
also predominantly Native. 

There has also been a considerable advance in the 
towns where the Chinese form the bulk of the population. 
The former Sanitary Boards Ordinance of 1931 was replaced 
during the year by the Municipal and Urban Authorities 
Ordinance of 1958, which provides for the development of 
urban local government up to full municipal status. Under 
this Ordinance, Town Boards with unofficial majorities and 
a large measure of financial control were constituted at 
Jesselton and Sandakan. 

An important administrative development was the 
creation of “district teams” to co-ordinate plans at district 
level and to ensure smooth and harmonious administration. 
The teams are composed of the chief local representative of 
each department and prominent local unofficial residents 
under the chairmanship of the District Officer. Frequent 
meetings are held. 

Thirty-two chiefs attended the Annual Conference of 
Native Chiefs, which was held at Kent College, Tuaran. 
The purpose of the Conference was, as in former years, to 
enable the leading representatives of the various Native 
communities to discuss together freely matters of common 
concern. 

The inhabitants of the Colony maintained their law- 
abiding reputation and the incidence of serious crime was 
again low. In March, however, occurred a distressing and 
disturbing incident, when a large band of Suluks from the 
Philippines, using light craft powered with outboard engines, 
and armed with automatic weapons, raided the township of 


a time when these three states, still struggling with the 
administrative burdens implicit in the political independence 
achieved somewhat earlier, are faced with the threats of 
Communist subversion and aggression, with serious economic 
problems, and with a marked lack of experienced and skilled 
indigenous administrators and technicians. The new aid 
program by the United States, as well as aid from France 
and other friendly nations, will undoubtedly go a long way 
in helping these fledgling states to meet many of the diffi- 
cult problems with which they are currently grappling. But 
there will inevitably remain a hard core of problems that 
can only be resolved, if they are to be resolved at all, by 
the efforts of the three states themselves. 


yee However, there was a relatively sharp rise in prices in the last 
six months of 1953 which largely represented an internal adjustment to 
the devaluation of the piaster in May of that year. 


Semporna on the East Coast. A Forest Officer, one Police 
Sergeant and two Police Constables lost their lives, and 
$70,000 worth of property was looted. Immediate mea- 
sures were taken to intensify patrols along the East Coast 
and to improve radio communications. ‘Considerable help 
was received from the Royal Air Force. 

* * * * 


The revised estimate of Ordinary Revenue during 1954 
amounted to $22.7 million which was $.3 million less than 
the actual revenue for 1953. Customs revenue showed an 
increase of about $.1 million over the revenue collected 
during 1953. Forest revenue also showed an increase and 
the main reason for the reduction of $.3 million in the total 
revenue when compared with 1953 revenue included fairly 
substantial arrears of Income Tax which were settled during 
that year. 

The revised estimate of Recurrent Expenditure during 
the year amounted to $15.9 million, as compared with $13.8 
million in 1958, while expenditure on reconstruction and 
development (excluding loan expenditure and expenditure 
under Colonial Development and Welfare Schemes) amount- 
ed to $16.0 million compared with $11.3 million in 1953. 
The excess of normal revenue over recurrent expenditure 
amounting to $6.8 million was available as a contribution 
towards the cost of reconstruction and development and of 
items of Special Expenditure amounting to $1.6 million. 
After taking into account the accumulated balances avail- 
able at 1st January, 1954, the credit to be transferred from 
loan funds in respect of compensation paid to the British 
Borneo Timber Company, Limited, and the transfer to be 
made from a part of the proceeds of the sales of Japanese 
assets to meet the cost of War Damage Compensation and 
construction of playing fields, etc, there was an estimated 
deficit of $2.7 million which was met by a grant-in-aid from 
Her Majesty’s Government. The revised estimated expendi- 
ture under Colonial Development and Welfare Schemes 
amounted to $4.6 million. 

A loan totalling £750,000 was floated for the purpose 
of financing the development of electricity, water sup- 
plies and telephonic communications and of reimbursing 
general revenues in respect of compensation paid for the 
relinquishment of exclusive timber rights. 


Further War Damage claims were settled and a total 
of $8.7 million has now been paid. 480 restoration awards 
amounting to $1.7 million remain outstanding, but payment 
in the great majority of these cases awaits rebuilding by 
property owners in accordance with the town plans. 


* * * * 


Although for the last two years the Colony has had an 
unfavourable trade balance, a favourable trade balance was 
restored in 1954. It amounted to $2.9 million as compared 
with the adverse balance of $9.7 million in 1953. Imports 
for the year totalled $74.3 million ($70.0 million in 1953) 


as against exports, including re-exports, of $77.2 million | 


($60.3 million in 1953). Although there was a marked 
movement upwards towards the end of year, the average 


price of rubber for 1954 was approximately the same as 
in 1958. 


both these commodities. Copra exports (including re- 


Exports of rubber rose from 16,800 tons in 1953 | 
valued at $23.4 million to 17,100 tons valued at $24.0 | 
million. More notable was the rise in the exports of copra | 
and timber in spite of marked decreases in the prices of | 
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exports) amounted to 26,600 tons valued at $13.8 million 
as compared with 15,300 tons valued at $8.7 million in 
1953. Timber exports rose by over 100% from 52 million 
cubic feet (log and sawn) valued at $12.3 million in 1953 
to 10.5 million cubic feet (log and sawn) valued at 17.4 
million. Japan trebled her 1953 imports of timber from 
the Colony and took 36% of the total. The Australian 
and Hongkong markets were also expanded. The single big 
decline in exports was in the firewood trade to Hongkong, 
which fell by over 50% in quantity and by almost 50% in 
value. Exports of tobacco by contrast went up by 137% 
and the market price by 138%. 


The increase in timber exports and a rise of over 4} 
million cubic feet in total timber production lends support 
to the belief that it is principally in the timber resources 
of the Colony that there lies the best means of an early 
advance towards a more balanced economy. It was this 
belief that led the Government in 1952 to terminate by 
negotiation the timber monopoly granted by the British 
North Borneo (Chartered) Company to the British Borneo 
Timber Co., Ltd., three years before the earliest date upon 
which it would otherwise have been terminable. 

The emphasis on timber, and to a lesser extent on 
hemp, which is being grown %n an increasing scale on the 
East Coast does not mean that the Colony can afford to 
neglect rubber. Costs of production, as reflected in current 
wage rates, are now nearly twice those prevailing in 1949, 
so that it is no longer economic to tap where yields are low. 
As by far the greater proportion of the rubber in the 
country is over 20 years of age, and of 120,400 acres, it is 
estimated that less than 10% is planted with high-yielding 
material, the need for an early and vigorous planting and 
replanting programme is self-evident and during the year 
the Rubber Fund Board, which is representative of all 
planting interests in the Colony devoted much time to the 
devising of a scheme to facilitate rubber planting and re- 
planting. The scheme will be financed by a cess on rubber 
exported, imposed under the Rubber Industry Replanting 
Fund Ordinance, which was enacted in November. On the 
recommendation of the Rubber Fund Board, this Ordinance 
eame into force on Ist January, 1955, and a cess of two 
cents a pound on all rubber exported was imposed as from 
1st April, 1955. The burden of the cess is being offset 
by a reduction of at least two cents on the rubber export 
duty under a modified export duty formula. 

The 1953/54 padi harvest was another record, and is 
estimated to have yielded over 31,000 tons of milled rice. 
This is reflected in the reduced imports of rice which fell 
from 10,400 tons in 1953 to 7,900 tons. A committee was 
appointed during the year to review arrangements for the 
procurement, storage and distribution of rice. As a result 
of its recommendations, it was decided that rice should 
revert to commercial procurement as from Ist January, 1955, 
subject to satisfactory arrangements being made for the 
maintenance of an adequate rice and padi reserve. To this 
end registered importers of rice and licensed dealers in padi 
under the new arrangements must guarantee to maintain 
minimum stocks up to the quotas allocated them. The 
Padi Purchase Scheme, under which Government had since 
1949 purchased padi from the growers at a guaranteed price 
for storage, is being discontinued. 


Controls over the milling of local padi and over the 
movement of local padi and rice, were removed in June; 
and in December all rationing and price control of the 
commodity ceased. At the close of the year the retail price 
of imported rice was $2.00 a gantang (8 lbs.) as compared 
with the controlled price of $2.40 a gantang at the end of 
1953. 


* * * * 
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‘ The social services continued to expand. In the educa- 
tional sphere there was an increase of 2,315 children attend- 
ing school and the number of schools of all types rose from 
827 to 856. It was reluctantly decided during the year, 
however, that the uncontrolled expansion of English secon- 
dary education could not be permitted until such time as 
there was an improvement in the teaching situation, An 
early improvement in the number and standard of primary 
teachers can be expected as more students complete the 
course at the Teachers Training College but the obtaining 
of qualified teachers for the more advanced secondary classes 
in the English schools remains a problem. 

In the medical field, plans were made for a pilot scheme 
(which is being jointly sponsored by the Government, World 
Health Organisation and the United Nations International 
Children’s Emergency Fund) for the control of malaria, to 
begin in 1955. The hospitals at Kudat and Tawau were 
provided with X-ray rooms and equipment and plans were 
prepared for the construction of special tuberculosis wards 
at a number of centres. In the fight against tuberculosis, 
great service was rendered by the North Borneo Anti- 
Tuberculosis Association. In Government hospitals and dis- 
pensaries there were further increases in the number of in- 
patients and out-patients treated. An improvement in the 
observance of public health measures can be expected when 
ten health inspectors, who are being trained by a Health 
Inspector Tutor made available by the Government of New 
Zealand under the Colombo Plan, complete their training 
early in 1955. Good progress was made with the planning 
of modern sanitation for the larger towns. This important 
task is being undertaken by two engineers provided through 
the generosity of the World Health Organisation. 

Much excellent work was again done by the several 
Missions working in the Colony, and also by the voluntary 
Socfal Welfare Organisations, which include the War Vic- 
tims Fund Board, the Leper Fund Committee, the Boy 
Scouts and Girl Guides, the Rotary Club of Jesselton, the 
local Branches of the British Red Cross and the St. John 
Ambulance & Brigade and (as already mentioned) the 
North Borneo Anti-Tuberculosis Association. An’ important 
step forward was the formation on a broad representative 
basis of a Social Welfare Council. The functions of the 
council are :— 

(1) to co-ordinate the social welfare work of volun- 
tary organisations inter se and of such organisations with 
that of Government. (2) to review the social welfare 
work being done in the Colony from time to time and to 
bring to the notice of Government any particular matters 
which it considers require attention, including the necessity 
for the development of social welfare work in any given 
direction; (3) to advise Government on particular issues 
connected with social welfare which may be referred to it by 


Government. 


* * * * 


In the smaller stations the Government reconstruction 
programme, which includes a measure of development, can 
be said to be largely completed; but in the larger towns 
the task of replacing the temporary Government buildings, 
hurriedly erected after the war, is unlikely to be finished 
until 1956. 

Progress can be recorded in the improvement of com- 
munications. A good start was made with a policy intro- 
duced during the year of converting existing bridle-paths 
into “jeepable tracks” and building new earth tracks at a 
relatively moderate cost in order rapidly to open up for 
development as many of the likely agricultural areas as 
possible. The internal air service started in 1953 as a 
joint, venture of Malayan Airways and the Government has 
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proved of great value, and in November it was extended 
into the State of Brunei. In response to the growing 
demand for air travel, the Malayan Airways Dakota service 
from Singapore was increased from five to six flights a 
week, and tourist seating on one of the mid-week flights was 
introduced. 


Good progress was made with the urgent task of re- 
constructing the wharves and cargo transit sheds at the 
main ports, almost half the cost of which is being paid for 
by the Government of the United States of America through 
the agency of the Foreign Operations Administration. A 
600-foot wharf at Labuan was completed, and ships of 
10,000 tons can now come alongside. A start was made 
during the year with a programme to complete the recon- 
struction of the railway. 


Public utilities were either improved or maintained. 
Further extensions were made to the telephone system, and 
at the end of the year the total number of telephones in- 
stalled was 1.092 as compared with 965 in 1953 and 639 
in 1951. Work began on new water supplies for Tawau 
and Tuaran, while in Jesselton the long awaited new power 
station was opened. 


There was a growing demand for planting material 
from the Central Agricultural Station at Tuaran, where a 
wide selection of economic crops has been established for 
trial and distribution. Fruit trees and cocoa seedlings were 
particularly sought after. There was also a heavy demand 
for rubber planting material, and 141,552 clonal stumps and 
3,697 yards of budwood were supplied by the Rubber Fund 
Board from its nurseries. The problems of padi growing 
continued to be investigated at the Inanam Padi Experi- 
mental Station and a new Hill Crop Experimental 
Station for fruit and vegetables was established at Ranau 
The culture of fresh water fish, particularly in the Interior 
where this supplement to the diet is most needed, continued 
to expand at a most satisfactory rate, and at the end of the 
year the number of ponds had reached 492. There were 
indications of an increasing appreciation of the work of 
the Veterinary section of the Agricultural Department on 
the part of livestock owners. 


Drainage and irrigation schemes at Papar and Tuaran 
affecting in all over 12,000 acres, made good progress, and 
the reclamation of 2,500 acres of land suitable for agricul- 
ture in the Klias Peninsula, was completed. A pilot scheme 
which was started in 1953 to resettle 100 families (who 
had previously practised shifting cultivation) in an area at 
Keningau where they can adopt permanent forms of agri- 
culture, has met with marked success and has encouraged 
the introduction of similar schemes elsewhere. A number 
of settlement schemes for Chinese agriculturists also pro- 
gressed well. The importance of proper land utilisation is 
appreciated, and soil maps of areas believed to be poten- 
tially important for agricultural development are being pre- 
pared by two Government Soil Scientists. A considerable 
area was surveyed and mapped, during the year, and much 
valuable data obtained. 


The Colony continued to receive very considerable as- 
sistance in\ finance, in technical advice and in ihe form of 
supplies of much wanted equipment both from Her Majesty’s 
Government and from other sources (notably from the 
Governments of Australia and New Zealand under the 
Colombo Plan, from the Government of the United States 
through its Foreign Operations Administration, and from 
the World Health Organisation and the United Nations In- 
ternational Children’s Emergency Fund). Without it the 
tempo of development and advancement of social services 
would have been much slower. 


— Extract from Government of North Borneo Report 
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THE PHILIPPINE TOBACCO INDUSTRY 


By Charles O. Houston, Jr. 


; At one time, the Philippines produced the best cigars 
in the world. Authorities, such as the Encyclopaedia Britan- 
nica, claim that the Cuban leaf is unexcelled for aroma, 
which may be true, but to enthusiasts of Philippine cigars 
the flavor of the latter is considered far superior to any 
other leaf, especially when utilizing the fine wrappers pro- 
duced in Java and Sumatra. While there is no disputing 
of tastes, it must be admitted that the Philippine cigars 
have found a world-wide reception and the large quan- 
tities of five cent cigars consumed in the United States were 
products of the Philippine market. Tobacco growing has 
an ancient history in the Philippines, Pigafetta giving the 
earliest account of its introduction by the Spanish from 
Central America as early as the last quarter of the 16th 
Century. Some believe that a variety of tobacco was al- 
ready present in the Philippines since N. suaveolens, and 
related species, are native to Australia. Whether this 
species was to be found in the Philippines, and whether it 
was utilized by the peoples there in any fashion is another 
question that remains lost in the misty shadows of the past. 


During the Spanish period, the production of tobacco 
was a state monopoly until the year 1882, after which many 
tobacco companies sprang up, the most prominent survivors 
today being the Compania General de Tabacos de Filipinas 
(Tabacalera) and La Insular Cigar and Cigarette Com- 
pany. These two companies still produce some of the finest 
cigars procurable anywhere in the world. The original pro- 
duction of tobacco was limited to the cigar-filler type but, 
in the years preceding the ‘Commonwealth, the Government 
sponsored research and experimental work which led to the 
development of the wrapper and aromatic cigarette leaf to- 
bacco industry. The production of the last two types, how- 
ever, was unable to supply local demand, necessitating the 
importation from the United States of large quantities of 
this type of tobacco. The principal manufactures, in the 
order of their importance, based on yearly averages, 1925- 
1935, were: cigars (310,000,000 units), cigarettes (4,306,- 
000,000 units), chewing and smoking tobaccos (650,000 
kilos). Major exports were cigars, leaf and semi-manufac- 
tured tobacco in the form of stemmed leaf, cigar butts, 
cutting and scraps (yearly average, same period, 1,500,000 
kilos). 

Various sections of the country, with their varying 
climatic characteristics, produce the distinctive tobacco of 
each climatic region. Sun-grown wrapper types are pro- 
duced in Mindanao, the Bicol, and southern portions of 
Laguna. Shade-grown wrapper types are produced in the 
Ilocos and the Tagaytay region of Batangas. Cigar-filler 
types are produced in the Cagayan Valley which is the 
greatest area of production in the Philippines, and _ the 
aromatic fillers are produced in the Central Luzon pro- 
vinces. 2 

The tobacco industry was the chief source of direct 
governmental revenues, nearly 50 per cent of taxes being 
collected from it alone. The average yearly collection, 1930- 
1935, was P8,858,689, which represented only direct collec- 
tions from specific and sales taxes and did not include re- 
venues indirectly derived, such as land and income taxes 
since these were difficult to determine. Perhaps some 600,- 
000 people were dependent upon the industry which had a 
capital investment of between P50 million and P60 million 


ranking third in capital investment in the country with its 
products exported to 44 foreign countries, more than any 
other export item (abaca went to 25, copra to 10 and sugar 
to 2). While it represented but two per cent of the total 
cultivated area, it occupied the fifth place in the export list, 
it ranked first as employer of labor in the city of Manila, 
with about 50 per cent of the industrial laborers in the 
city being employed in the industry, and some 80,000 agri- 
cultural laborers in the provinces. It paid the highest 
average monthly wages of any industry in the Philippines 
despite high costs and taxes. 


The production of cigar filler tobacco generally was a 
losing proposition with profitable enterprise dependent al- 
most exclusively on the vagaries of the weather. When 
floods and typhoons reduced the crop, prices rose, but, 
normally, the selling price barely covered the cost of pro- 
duction. The relatively high prices of 1936, for example, 
only brought the producer a net income per hectare of 
P20.20, or barely a 4 per cent profit on investment. Cigar 
wrapper tobacco, in a favorable season, of either the shade- 
grown or open varieties, was more profitable, returning to 
the producer about P308.00, per hectare for the former and 
P148.25, per hectare for the latter. Aromatic cigarette 
filler production realized a normal profit of P29.60 per 
hectare, while batek tobacco was always profitable since the 
minimum price per picul of P20.00, provided a profit of 
some 10 ‘per cent on investment, with the net income per 
hectare being P17.50. The costs, from which these profits 
were derived, were very high. Filler tobacco production 
costs averaged P220.00, per hectare, sun-grown wrapper, 
P704.00, shade-grown wrapper, P200.00, aromatic cigarette 
filler, P174.50, sun-cured Virginia, P200.00, fluecured Vir- 
ginia, P250.00, and miscellaneous types, P172.00. 


These are pre-war costs and are considerably lower 
.nan post-war averages. These costs did not include in- 
terest on capital nor depreciation of equipment. The crop 
was generally sold at the farm, so baling and marketing 
expenses were nominally not borne by the farmer. In 
actual practice, however, these costs were included since 
the buyer added them to the price paid the farmer for his 
product. The gross value of P5,000,000, for the 1938 crop 
was considered by some government theorists and in other 
quarters as being a direct income for the planters. How- 
ever, if the labor costs are taken into consideration, which 
was infrequently done, and translated into actual cash value, 
it becomes quite clear that the grower received barely 
enough to carry him through the year. Needless to say, 
the average farmer-producer made little if any profit. In 
the case of the cigar-filler growers, this is particularly true 
since the market quotations for this product were alarmingly 


low. 


* * * * 


The Philippines ranked seventh in the world in pro- 
duction of tobacco, producing in 1935, 623,160 quintals from 
61,600 hectares with a gross value of P5,000,000. During 
the same year, the ranking provinces were: Isabela, Caga- 
yan, Pangasinan, La Union, Cebu, Oriental Negros, Iloilo, 
Ilocos Norte, Occidental Negros, Leyte, Ilocos Sur, Nueva 
Ecija, Cotabato, Surigao, Abra, Nueva Vizcaya, and Occi- 
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dental Misamis. Isabela and Cagayan alone produced in 
the same year around 300,000 quintals which was 42 per 
cent of the total. By 1935, the leaf tobacco production 
had dropped from 64,000,000 kilos in 1920, to but 28,665,360 
kilos. It ranked sixth among crops in amount of area culti- 
vated, following palay, corn, coconuts, abaca, and sugar. 


In addition to the cigar filler, cigar wrapper and aroma- 
tie cigarette filler varieties produced, four other minor 
varieties were raised. However, they were important only 
locally, with the exception of the Ilocano batek, grown 
especially in La Union, which had risen to some importance 
because of the demand on the Japanese market. 

The cigar filler was the most important product, es- 
pecially the varieties Marogue, Viscaya, and Repollo from 
{he Cagayan Valley. The product from the Cagayan valley 
was the best, being of the mild sub-type. 


Growers habitually continued producing the same 
quantities of tobacco year in and year out, with the result 
that by the beginning of the Commonwealth there was a 
surplus of stock which accounted partly for the very low 
prices then current. Isabela alone produced some 233,500 
quintals a year, which was just 45,000 too much. There 
was, in addition, in other areas, an over-production of some 
94,000 kilos. “Over-production” here was precisely the 
case, since the market as then organized was in no position 
to absorb that much tobacco. 

However, the production of cigar wrapper tobacco was 
still short by five or six thousand quintals of the demand. 
The Bureau of Plant Industry made attempts to encourage 
the further developments of this type in those areas where 
the filler was in over-production, but with little success 
through the Commonwealth period. 


The best varieties for Philippine production were the 
Sumatra for “open culture”, and the native Viseaya and 
Marogue for shade grown cultures. The latter was the 
most dependable since it was less influenced by the vagaries 
of the weather. 

With respect to the production of aromatic cigarette 
filler tobacco, the picture was not good. Local factories 
had consumption requirements of over 25,000 quintals, but 
production barely reached 200 quintals—and this largely on 
an experimental basis. 

Some 113,160 quintals were grown of the minor types, 
such as the Suleok grown in the Ilocos regions, the batek 
(a spotted variety) grown in La Union, Pangasinan, and 
some Visayan regions, and the Romero from the Itawis 
district in southwestern Cagayan province. All these 
varieties were strong, dark and heavy and had only local 
importance. 


The inception and gradual adoption of cellophane wrap- 
pers was a step forward in some ways in the progress of 
the industry, since they preserved the freshness of cigars 
for longer periods of time and insured the smoker a hygienic 
product. On the other hand, when cigars are stored for 
any length of time in cellophane they lose their flavor and 
fragrance since tobacco requires slow “ageing” with each 
cigar imparting and extracting flavor to and from all the 
others in the box. For this reason, cigar enthusiasts prefer 
the unwrapped cigar which because of the vagaries of fashion 
pe cbtainable also at a much lower price than the 
others. 


* * * * 


Philippine cigarettes are produced in a great variety 
of shapes and sizes with both white and licorice paper, as 
well as certain varieties which are specially flavored for 
local demand. Smoking and chewing tobacco are completely 
different from American varieties since the smoking tobacco 
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is the same cut tobacco used in manufacturing Spanish-style 
cigarettes, while the chewing tobacco is nothing more than 
a flattened cigar, using the coarser, and therefore the 
stronger leaves. 

For the ten-year period 1925-1986, the United States 
took 84 per cent of the total production of cigars, 89 per 
cent of fillers and scrap, 10 per cent of cigarettes, less than 
one per cent of leaf tobacco and smoking tobacco, and 13 
per cent of all others. Cigars, which constituted the vital 
item in the trade, were therefore largely dependent upon 
the American market. As a result of an increase in the 
importation of American tobacco products, particularly 
cigarettes, the value of Philippine tobacco exports declined 
steadily after 1927, from P18,000,000 to P10,500,000, in 
1933. Since this was parallel to exports to the United 
States, the health of the trade was obviously dependent 
upon the American market. The value of this trade de- 
clined from P9,000,000 in 1927 to barely over P5,000,000, 
in 1936. Obviously, if the situation would not improve, ‘it 
would be necessary for the country to increase its exports 
to some of the remaining 43 nations. Cigars were shipped, 
in addition to the United States, to China, France, the 
Straits Settlements, England and Spain; leaf tobacgo to 
Spain, Korea, Japan, China, France and North Africa; scraps 
to Holland, China, Gibraltar and Belgium; cigarettes to 
China, Japan, the Canary Islands and France; and smoking 
tobacco to the Canary Islands, Gibraltar and China. 

Despite the large production of tobacco, the Philippines 
was a heavy importer of tobacco products. The average 
yearly imports for the period 1927-1936 continually in- 
creased, with the United States supplying 85 per cent of 
leaf tobacco, worth P1,087,938, 74 per cent of cigars worth 
P976.00, 99.51 per cent of cigarettes worth P4,062,495, 
99.99 per cent of chewing tobacco worth P739,495, 60 per 
cent of smoking tobacco worth P75,470, and 96 per cent 
of all other imports worth P2,340.00. A limited quantity 
(15 per cent) of leaf imports came from the East Indies. 
The value of these imports from the United States rose 
from P5,000,000 in 1927 to P7,400,000, in 1936. 


The balance of trade had been in favor of the Philip- 
pines until 1935, when it shifted to the United States and 
remained there for the remainder of the Commonwealth 
period and the early years of the Republic. By 19386, the 
balance in favor of the United States amounted to P2,722,141 
and with the usual invisible items included the figure would 
rise to P3,389,871. That the trade was more heavily 
weighed in favor of the United States than the figures in- 
dicated, can be seen from the fact that the United States 
in 1934 imported a total of 71,748,699 pounds of tobacco 
of which only 7 per cent came from the Philippines. With 
the imposition of the provisions of the Independence Act, 
those cigars which had been selling in the United States at 
two for five cents would be raised to about twelve cents a 
piece. Since costs were high, any additional burden im- 
posed by duties and special imposts would automatically 
wipe out the Philippine trade. 


In their appeal to the members of the Joint Preparatory 
Committee, the Representatives of the Philippine tobacco 
industry, cited these as well as numerous other facts to 
plead for consideration. They were convinced that the full 
application of the Independence Law provisions would mean 
the extinction of their industry which would reduce hec- 
tarage in the Philippines by 13 per cent, affecting 65,000 
planters and their dependents, throwing cut of work some 
65 per cent of factory hands and 65,000 provincial laborers, 
and reduce by P4,000,000, the annual revenues of the 
Philippine Government. For these reasons, as well as the 
fact that the tobacco trade between the United States and 
the Philippines was “mutually advantageous” as well as the 
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fact that the balance of trade had shifted definitely in 
favor of the United States by nearly three and a half million 
pesos yearly, the industry requested the maintenance of the 
status quo. They stated that there was actually no com- 
petition since “America supplied the Philippines with Vir- 
ginia and wrapper leaf tobacco and aromatic cigarettes .. . 
while the Philippines supplies America with cigars and 
stripped filler which she must import anyway from other 
countries”. 


Since the tobacco industry provided the Philippine 
Government with tax funds which amounted to almost 20 
per cent of its annual expenditures, the possible extinction 
of the industry was a problem the Commonwealth had to 
solve quickly. The industry was faced with three major 
problems: over-production of cigar filler, excessive taxation 
of cigarettes, and inadequate knowledge with regard to the 
proper methods of treating cigarettes to prevent molds. 
There were also three possible ways in which the standards 
of the industry could be raised: limiting the area planted 
by individual farmers (under Spain each family was limited 
to planting 6,000 plants), strict enforcement of regulations 
with regard to classification, and, coordination of govern- 
ment activities with regard to promotion. 


* * * * 


The industry, then, faced in general almost the same 
problems which were approached in much the same way 
by the Government, as the other major export items. 

A major problem was represented by the American atti- 
tude. The United States was the best customer as in other 
products and the imposition of the provisions of the Tydings- 
McDuffie Act, Tydings-Kocialkowski Act, various U.S. Re- 
venue Acts, brought confusion and despair to the mdustry 
which, by 1941, was in such a precarious situation that the 
future was despaired of by even the most optimistic. The 
war decimated the industry. No other major export in- 
dustry was so badly damaged. Of all the major export 
items, the tobacco industry, following the war, made the 
least progress and faces the most uncertain future, 


The tobacco industry was also one of the most heavily 
taxed—the taxes on cigarettes amounting to actual dis- 
crimination. Each time a factory processed a hundred 
pounds of leaf tobacco it paid to the government at least 
P39.00. Since the price of leaf tobacco during most of the 
Commonwealth period was about P12.00 per hundred pounds, 
the factory paid about one-third of the tax for its supply 
of tobacco. In addition, the specific tax was based on the 
selling classification of 1,000 cigarettes, which applied to 
all sizes, large and small. The income to a factory owner 
was P17.50 (or 30 per cent of the selling price of P56.50) 
per one thousand packages and P18.50 per 1,000 cigars 
(at the selling price of P20.80). While the cigarette pro- 
ducer made P0.33 (from his. income of P17.50) per thou- 
sand, the Government earned P39.00, thus collecting for 
its efforts, sixty-seven times more profit than the manu- 
facturer, who paid 70 per cent of the total cost of manu- 
facturing in excise taxes. From cigars the Government 
received a specific tax of P2.30 per 1,000, and the manu- 
facturer received 88 per cent of the selling price from his 
investment. 

The following typical cases of cigarette and cigar costs 
of manufacture are illustrative of the uneasy position of 
the industry during the Commonwealth. The factory price 
for 1000 ‘packs (30,000 cigarettes) was P56.00; expenses 
were as follows: specific tax of P1.30 per 1,000 cigarettes, 
P39.00; cost of leaf tobacco, P11.25; two rolls of paper, 
P2.20; machine and hand packer’s labor, P2.02; cost’ of 
package paper, P0.05, and cost of lithographed pack, P1.15. 
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The total expense, then, was P55.67, leaving P0.338, as a 
balance for overhead, interest, and profit. Class A cigars, 
selling in the United States at two for nineteen centavos, 
returned a balance of P2.70 for overhead, interest, and 
profit. Higher profits were returned from higher priced 
shapes or brands but the sale of these was not large. 


It was thus possible for foreign cigarettes, largely im- 
ported from the United States, to enter into serious com- 
petition with native Philippine brands which, being heavily 
discriminated against through taxation, could only be manu- 
factured and sold clandestinely (ie, to avoid the high 
taxes). 


Critics of the Government tax scheme protested against 
the discrimination against Philippine cigarettes as well as 
the price differential between cigarettes and cigars, The 
Government responded by passing Commonwealth Acts 95 
and 203. The first authorized the Philippine National De- 
velopment Company and the Secretary of Agriculture to 
establish and maintain warehouses for tobacco and “other 
marketable products.” The second, increased the fixed tax 
on retail leaf tobacco dealers from twenty to thirty pesos 
per annum. The first was to benefit the entire industry, 
the second was to lower the differential between cigarettes 
and cigars, and, at the same time, eliminate dishonest trading 
in the commodity. The Collector of Internal Revenue, in 
1936, pointed to the fact that retail leaf tobacco dealers 
paid to the government P72,000.00 in taxes. At the rate 
of P20.00 per dealer, there were about 3,000 dealers who, 
if they handled a conservative estimate of 20 quintals of 
tobacco each, the total volume handled would amount to 
60,000. quintals. Since the 170,000 quintals handled by 
licensed manufacturers netted the government P5,000,000 
in revenue, the amount handled by the retail dealers would 
have brought in an additional P2,000,000. This represented 
both a discrimination against manufacturers and increased 
possibilities of ilicit manufacture. This is not the entire 
picture since many cases went unreported due to the lack 
of men in the field of the Bureau of Plant Industry and 
Internal Revenue, the latter, in many cases, being repre- 
sented in the province by only one man. Thus, the manu- 
facturer, with a restricted market, could ill afford to pay 
good prices for the product, with the result that the farmer 
suffered. In 1936, it was estimated that the tobacco in- 
dustry paid 55.8 per cent of its earnings in taxes to the 
Government, while the sugar industry paid but 1.18 per 
cent. The need for better legislation was evident to the 
critics who attacked the Government for its weak handling 
of the problem. 


The critics also called for a new approach to the 
cigarette problem, one authority demanding uniform, 
equitable and lighter taxes; production of cheaper and better 
aromatic tobacco; protective legislation for ~ cigarettes; 
higher standards for local brands, and effective propaganda 
for native cigarettes through Government intervention and 
finance, 


* * * cg 


It was generally conceded that labor, in the tobacco 
industry, received fair wages, running near the one peso-a- 
day mark. Of course, this was really not sufficient upon 
which to live a good life, but it was considered high for 
the Commonwealth period. The main problem here seemed 
to be unemployment rather than low wages. The great 
and continuing importation of foreign cigarettes meant a 
continuing drop in employment which brought about dis- 
satisfaction among labor in the industry. President Quezon 
believed that “the cigar-makers do not earn enough,” but 
that if wages were to be increased, ‘“‘there will be no money 
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available for the purpose.” He suggested that they “wait 
for the ultimate solution of this matter by the Govern- 
ment”—hardly encouraging to workers face to face with 
unsatisfactory living conditions. He had no objection to the 
cigar-makers striking for better wages but wondered what 
they would get out of it. “Though you demand higher 
wages, if the employers cannot meet them financially, you 
will not get anywhere.” The capitalist, he said, invested 
his money to make a profit and since he could not make 
the profit he wanted under the conditions in the city the 
manufacturers “send their tobacco to the provinces . . . 
bacause the wage scale there is low... .” He suggested 
that, to solve the situation, the laborers migrate to Mindanao 
and work on Government roads there. If they did this, he 
promised to increase their wages, “because I have set aside 
P2,000,000 for such public works projects.” He also sug- 
gested that a reason for the difficulty facing cigar-workers 
was the large number of women employed in the industry 
“and this is not easy to solve.” He did not explain this 
rather ambiguous statement further, beyond saying that he 
had mentioned it because “I am in the habit of broaching 
only those questions which are capable of solution and not 
of being simply spoken about, or of making promises which 
I would not be able to keep.” One need not be a confirmed 
sceptic to raise eyebrows at this statement. 


The basic problems facing the tobacco industry could 
not be solved in such a fashion. A more definite and ener- 
getic program was demanded, a program such as the sugar 
industry men planned. This program was not forthcoming 
during the Commonwealth, despite the creation of the Na- 
tional Tobacco Administration, which had been sponsored 
by the Special Tobacco Committee of the National Assembly 
in 1938. It was sponsored by municipal councils, provincial 
boards, and The Tribune—and the cigar workers agreed to 
check a general strike pending the passage of the bill. There 
was a definite need for such legislation since the previous 
laws enacted to aid the industry had not brought the needed 
results. Observers pointed to the fact that the country pro- 
duced a surplus of cigar filler leaf tobacco amounting to 
some five million kilos which was due to unrestricted pro- 
duction in some 10,000 hectares. The country imported an- 
nually some six million pesos’ worth of Virginia and wrapper 
leaf tobacco used by local manufacturers. It was pointed 
out that, with the termination of the trade relations with 
the United States, the tobacco export trade in cigars, stripped 
filler and cigarettes the equivalent of four million kilos of 
leaf tobacco, was likely to disappear completely. Prices of 
leaf tobacco had dropped so low that the producers were 
unable to recover costs of production. The bill was intro- 
duced, by the committee, with the hope that its operation 
would promote, rehabilitate and regulate the industry as 
well as to promote President Quezon’s social justice cam- 
paign insuring the well-being and economic security iof the 
people engaged in the industry. It was hoped that the bill 
would foster the growth of only leaf tobacco of the_ best 
quality at a quantity insuring the equilibrium of prices and 
orderly, efficient trading. 


In creating the National Tobacco Corporation the 
former Tobacco Board, created by Act No. 2179, amending 
Act No. 2618, was abolished and its functions, duties and 
powers were transferred to the Corporation, for which 
seven million pesos, together with collections received from 
the activities of the Corporation, was provided. This was 
later modified so that a “Tobacco Industry Promotion Fund”, 
with an initial appropriation of P2,000,000, with possible 
further appropriations to a maximum of P10,000,000, was 
to carry out the provisions of the act, The Corporation 
was to deal in leaf tobacco and its manufactures; operate 
transportation facilities, establish warehouses, purchase 
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machinery ‘and equipment for storage, handling, utilization 
and selling of manufactures; provide credit facilities to 
planters, and organize cooperatives supplying them with 
capital and assisting them in selling. 


This corporation suffered the same fate as others simi- 
larly created and the industry continued to decline to the 
point of stagnation although President Quezon said that 
“tobacco exporters are comparatively better off than our 
copra or sugar exporters,” a statement which displeased the 
individuals referred to. Whether this was true or not, the 
tobacco planters’ condition was deplorable, with no relief 
during the remainder of the Commonwealth period. 


* * * * 


The Post-War Period: The war proved disastrous to 
the industry, planting in 1945 being 40 per cent below pre- 
war production. The original P2,125,000 working capital of 
the National Tobacco Corporation, was greatly depleted, 
causing it to adopt a wait-and-see policy. The Corporation 
made strenuous representations to the Government for aid, 
resulting in the passage of Republic Act No. 302, which 
provided the sum of P3,000,000 as additional capital. This 
enabled the corporation to resume its activities which, how- 
ever, are still far from even the meagre goals established 
in 1948. It provided for more provincial branches and buy- 
ing stations which, it was hoped, would be able to secure 
at least 20 per cent of the crop. Out of the total production, 
in 1947, of 17,654,800 kilos, it was able to secure only 
1,146,805 kilos. 


The industry faces a definite crisis. This is due to 
many things: the conservatism of growers and capitalists; 
the fact that the bulk of leaf production is in the hands 
of small independent growers and tenants having little or 
no capital; persistent inequalities among various elements of 
the industry; its sole dependence upon cigar filler tobacco; 
lack of understanding of the changing trends and demands 
of the smoking public; enormous influx of American 
cigarettes worth P57,000,000 in 1948; unfavorable weather 
for the last three years reducing by one-third to one-half 
the normal production; and the desire of most growers to 
produce food crops to get cash (Since tobacco is no longer a 
cash crop for them). The prospect, says the Bureau of 
Plant Industry, for the industry during the next few years, 
“is gloomy.” 


The industry must produce more wrapper tobacco, more 
Virginia aromatic, must regulate more closely the growing of 
native tobacco, must introduce the manufacture of cigars 
by machinery to make cheaper cigars while retaining hand- 
manufacture for the better classes, and must receive more 
adequate aid from the government. The restriction of im- 
portation of American cigarettes is a vitai necessity, both 
for the rehabilitation of the industry as well as a conserva- 
tion measure for dollar reserves. 


More funds should be allotted by the Government to 
the Bureau of Plant Industry for research in tobacco 
varieties and methods of production, and the National 
Tobacco Corporation must engage in a more active and 
energetic program of aid to growers and the elimination of 
the many inequalities existing in the industry. The Cor- 
poration should buy tobacco stocks from small planters 
directly and by classes, offering bonuses for the best classes 
and establishing a descending scale of prices for lesser grades. 
The Corporation should also engage in a well-integrated 
program of seeking more foreign markets and should en- 
courage the production of Virginia cigarettes which could 
be sold at more reasonable prices throughout the ‘sterling 
areas as well as to the United Kingdom. 


July 21, 1955 
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ECONOMIC REPORTS FROM THE PHILIPPINES 


_ German Purchases: The Philippines and West Germany 
signed a protocol for a formal trade pact providing for 
$25,000,000 of trade in both directions. The German 
undertaking to issue licenses for imports of up to $5,000,000 
worth of copra is the principal feature of the agreement. 
The agreement foresees an increased market in West Ger- 
many for Philippine exports, particularly of copra and hemp. 
The Philippines would take increased amounts of German 
machinery and other high quality finished goods to help the 
country’s economic development program. Among the re- 
commendations was that trade between the two countries 
should as far as possible be direct and not conducted through 
third countries, 


Moros in Tawi-Tawi: The first batch of Moro landless 
consisting of 50 families left Jolo for Tawi-Tawi to live in 
the new settlement project of the National Resettlement and 
Rehabilitation Administration. Many deserving landless in 
the Moslem population of Mindanao and Sulu are applying 
for land in NARRA settlements. Moro datus who used to 
hold large tracts of public land for their followers are giving 
up these lands for subdivision and allocation to Moro and 
Christian settlers. Moro settlers are given the same govern- 
ment aid as their Christian brothers. 


Forest Problems: New approaches to solve Philippine 
forestry problems were presented at the third session of the 
forestry commission of the United Nations’ Food and Agri- 
cultural Organization by Nicolas. Lansignan, Philippine de- 
legate. Lansignan, who is secretary of the national forestry 
council of the Philippines, elaborated on the efforts of the 
Philippines to draw the participation and interest of all 
sectors of the community to forestry activities. He pointed 
to the work of the advisory forestry councils on national 
and municipal levels. The councils include membership 
from local civic organizations and from all branches of gov- 
ernment having to do with forestry. 


Lansignan reported on the reforestation work of the 
government. While the main replanting work is done by the 
state, private individuals and enterprises are encouraged to 
plant ‘trees on bare areas. Liberal terms were given by 
the government to these planters. He was impressed by the 
“greening movement” in Japan. He expects to look further 
into the details of the movement for possible use in the 
Philippines. 


Unemployment Problem: Dr. Perfecto E. Laguio, under- 
secretary of commerce and industry, said Japan’s cottage 
industry plan might be adopted to solve the country’s un- 
employment problem. Home industries such as ceramics, 
weaving and manufacturing of bamboo and straw articles 
might be introduced in the Philippines. Small machines 
might be imported from Japan if a home industry program 
was adopted in the Philippines. 


Laborers in Borneo: An agreement on the employment 
of about 5,000 Filipino laborers in British North Borneo was 
concluded between the Philippines and the British colony. 
Under the agreement, the private employers in Borneo would 
defray the transportation, subsistence and incidental ex- 
penses of migration. It also provides for full protection 
in matters of wages, organizations, overtime pay, vacation 
leave, death and injury compensations and other benefits for 


the Filipino laborers. The employers would also pay for the 
passports of the laborers, while the matter of securing visas 
would be left to the foreign offices of both governments. The 
agreements would also make possible the migration aud 
eventual settlement of about 5,000 laborers to be recruited 
by the national employment service from different regions, 
with particular preference to Ilocano laborers. These 
laborers would initially be employed in the various timber, 
mining and rubber regions where they will have the option, 
upon termination of their contract with the employers, to 
continue being employed or to settle permanently in North 
Borneo. During their stay, the laborers would be accorded 
opportunities to acquire as much land as possible under 
present North Borneo laws. The agreement also provides 
for recruitment of additional laborers in the future. The 
number to be recruited may be many times the initial 


group. 


Modernization of Rice Industry: In a move expected to 
harness the collective bargaining power in marketing and 
the purchasing power of millions of farmers, the National 
Federation of Palay Planters has recently launched a nation- 
wide campaign of organizing associations of palay farmers 
in all rice-growing provinces in the country. With the 
organization of palay farmers into a strong group, the fede- 
ration hopes to modernize the rice industry with the ultimate 
aim of increased production not only for domestic consump- 
tion but also for export and manufacture of by-products. 


It is believed that palay planters, if banded together, 
can accomplish the following objectives: 1. Creation of a 
Rice Institute along the lines of the Philippine Sugar In- 
stitute and the Philippine Coconut. Administration to conduct 
researches and find solution to economic and agricultural 
problems of the palay industry. 2. More adequate and 
liberal credit facilities from the government through the 
Philippine National Bank, the Rehabilitation Finance Cor- 
poration and the Agricultural Credit and Cooperation Financ- 
ing Administration. 38. Reduction of the rate of interest 
charged by the P.N.B. on agricultural loans from six to four 
per cent. 4. Immediate reforestation work by the govern- 
ment in areas where forests have been seriously depleted and 
protection for forests which serve as water sheds in agricul- 
tural areas. 5. Establishment of fertilizer factories in 
all areas where fertilizer is directly and extensively used 
by farmers. 6. Liberalization of government financing. 


Problems of Coffee Growers: In the wake of inquiries 
from farmers and planters throughout the Philippines, the 
Director of Plant Industry has released the following in- 
formation on coffee growing. The regions where coffee 
would grow best are Batangas, Lanao, Bukidnon, Davao, 
Cavite, Cotabato, Zamboanga and Laguna, although there are 
some other regions like Iloilo, Capiz and Antique, where 
coffee has been growing well. There are four varieties of 
coffee that could be raised extensively in the Philippines: 
Robusta, Excelsa, Liberica and Arabica. Arabica has the 
best flavor and is in demand in the world’s market and 
commands the highest price among all other varieties. 
Arabica, however, is susceptible to coffee rust and it is ad- 
visable not to grow the variety at an elevation below 260-300 
feet above sea level. Coffee rust disease may, however, be 
controlled by spraying. Arabica succeeds well in regions 
with a short dry season and where the rainy period does 
not coincide with the flowering stage 
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Refinancing of Gov't Firms: Alfredo Montelibano, ad- 
ministrator of the office of economic coordination, claims 
that his program of recapitalizing the government-owned and 
operated corporations was aimed at spurring economic deve- 
lopment through the participation of private enterprise and 
with the availability of more credit facilities. The refinanc- 
ing of government corporations would first of all straighten 
out the financial structure of these firms and enable them 
to liquidate their indebtedness with the Philippine National 
Bank and the Rehabilitation Finance Corporation. These 
two government institutions then would be able to make 
available approximately P150 million additional credit which 
private enterprise can use to finance productive enterprises. 
This would be a more desirable program which would break 
the present downtrend in business activity and open new 
job opportunities, 

The government enterprises that would stand to benefit 
from the refinancing program are the Cebu Portland Cement 
Company, P30,000,000; National Shipyards and Steel Cor- 
poration, P20,000,000; Metropolitan Water District, from 
P20,000,000 to P40,000,000; People’s Homesite and Housing 
Corporation, P20,000,000; and the National Power Corpora- 
tion, the additional capital for which is still unspecified. 


Cement: Cebu Portland Cement Company, Rizal Cement 
Company and Philippine Portland Cement Company 
agreed to cut the price level of cement from P3.60 per bag 
ex-bodega and P3.70 delivered to P3.45 ex-bodega and to 
supply the Manila market with 160,000 bags weekly. They 
agreed to co-ordinate the output of their plants and integrate 
marketing and shipping facilities. They decided to adopt 
this move in the face of what appeared to be a deliberate 
effort to create artificial scarcity to scare the public into 
believing that there is a real need for a new cement plant, 
which ifs promoters are seeking to justify. Every effort 
would be exerted to bring about a still lower price level. 


Glazed Tiles: Locally manufactured glazed tiles of a 
quality high enough and at a price low enough to compete 
with imported varieties will soon be available in sufficient 
quantity for all constructions by the increased production of 
these items by the Fil-Hispano Ceramics, Inc. The com- 
pany’s million-peso factory at Polo, Bulacan, has sufficiently 
expanded production to meet the increasing demand and to 
fill the mounting back-log of orders. At the same time 
research is proceeding apace, not only to expand production 
further and cut unit costs, but also to create different pro- 
ducts to fill up other needs such as vitrified floor tiles, water- 
closets, washbasins, bathtubs, and other similar items. The 
stepped-up production of tiles promises, among other things, 
the possibility of an eventual ban on the importation of tiles 
which last year amounted to some P986,664. 


No Devaluation: Governor Miguel Cuaderno of the 
Central Bank again gave the assurance that there will be no 
devaluation of the Philippine peso. He said that it is the 
policy of the administration to maintain as much as possible 
a large measure of economic stability to insure full economic 
development. Except for the 17 per cent excise tax on 
foreign exchange which will be eliminated sometime next 
year, the Philippine peso of today is still the same currency 
that it was before. Cuaderno took pride in reading an an- 
nual report of the London head office of the Chartered Bank 
of India, Australia and China complimenting Philippine 
monetary policies and its success in fighting inflation. That 


there still exist unemployment and balance of payment 
difficulties is primarily attributed to the fact that the 
Philippines still has an agrarian type of economy. However, 


every effort has been made by the government to convert this 
type of economy. The administration is dedicated to giving 


FAR EASTERN 


ECONOMIC REVIEW 


positive encouragement to enterprises that create weaith and 
more employment opportunities. Citing one example of this 
encouragement, Cuaderno compared the 1/2 per cent redis- 
count rate given to local commercial banks by the Central 
Bank and the rate in England, which is 4 per cent and in 
Japan, which is between 8 and 9 per cent. He said that with 
the lowering of interest rate, the commercial rates of the 
country can thus be in a position to assist would-be indus- 
trialists. 


P2 Billion Plan for Employment: President Magsaysay 
requests support for a P2,000,000,000 five-year emergency 
employment program. The President will take up with the 
legislators a bill to implement the emergency employment 
plan which he will recommend to congress for approval. 
This will be the Philippine counterpart of the late President 
Roosevelt’s economic pump-priming program at the height of 
a serious business depression in the United States about 20 
years ago. 


Its adoption was suggested by Secretary of Agriculture 
and Natural Resources Salvador Araneta in an attempt to 
achieve total employment by providing relief jobs with wages 
far below minimum wage levels. The measure would au- 
thorize the President to negotiate loans or issue bonds total- 
ing P2,000,000,000 to finance the ambitious plan. Under 
this plan, the administration expects to employ 400,000 per- 
sons every year for five years at a relief wage of P1.50 a 
day in the form of food and clothing allowances. It is hoped 
that in five years the government will have provided em- 
ployment for all the unemployed estimated to number about 
2,000,000, in short-term public works projects. These cal- 
culations were based on estimates that with P400,000,000 
available every year of the five-year period, the govern- 
ment would spend for the employment of one person P450 
in wages and P550 for materials or a total of P1,000. 


The proposed emergency employment bill provides that 
80 per cent of the allotted funds would be distributed among 
the provinces on the basis of population. The rest would 
be spent at the discretion of the Chief Executive. Short- 
term projects are proposed in the bill to be undertaken to 
provide emergency employment, including construction of 
roads and bridges, land reclamation and reforestation. The 
use of machines would be dispensed with in these projects to 
give work to-as many men as possible. 


Retail Incentives: Commerce Secretary Oscar Ledesma 
cited some government incentives for increasing Filipino 
participation in the retail trade, before the First National 
Convention of Filipino Retailers Association. He specifically 
mentioned the following: 1. The passage of the Retail 
Trade Nationalization Law. 2. The policy of the PRISCO 
designed to teach the Filipino small businessmen the finer 
points and more profitable ways of retailing. 3. A pro- 
posal to create the National Marketing Corporation, with 
the following objectives and purposes: a, To promote 
greater participation of Filipino businessmen in the market- 
Ing process by providing them with commodities at reason- 
able prices; b. To stabilize prices of commodities in short 
supply by supplying commodities to the general public at 
fair prices; and c. To assist in the commodity support 
program by purchasing commodities at prices fixed to insure 
producers a fair price for their products. 


Ledesma underscored the fact that one of the big draw- 
backs of Filipino retail trade lies in the lack of credit 
facilities. , The Philippine National Bank authorities he 
said, have been receptive to his representations on behalf of 
the Filipino retailers and have evinced a sincere desire to 


Nae as much financial assistance as possible to these ra. 
ilers. 
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Ramie Industry: A bill pending consideration in con- 
gress seeks to amend the Philippine tariff act of 1909 by 
exempting from payment of ad valorem duty textiles made 
of 100% Philippine ramie fiber for which no dollars but only 
ramie fiber has been paid for their processing abroad. Under 
the present set-up ramie textiles made purely out of 100% 
Philippine-grown fiber and only sent abroad for processing 
are treated, and accordingly taxed, as if they were of foreign 
origin. 

The bulk of Philippine ramie exports are returned to 
this country in the form of finished ramie textiles which 
are distributed by the House of Ramie, a Filipino-owned cor- 
poration. While sales of the fabrics are reported to be 
going at an encouraging pace, much rémains to be desired 
by way of mass marketing since it is still impossible to 
peg prices of the fabrics to mass marketing levels. What 
is not apparent to the public is the fact that the higher 
mark-ups are made imperative by payments of ad valorem 
duties ranging from 25% to 30% on the value of the finished 
fabrics. 


The privilege under the bill is reserved only to Filipino 
citizens or entities holding a processing contract with a 
foreign ramie processor. Under such a contract, the foreign 
Tamie processor must agree to provide the Filipino firm with 
technical know-how necessary for the operation of ramie 
mills to be set up by the latter, and which must be in opera- 
tion within 18 months from the effectivity of the proposed 
amendment to the 1909 tariff act. The bill also provides 
that failure to operate the ramie mills within this period 
would mean the suspension of the duty exemption privilege 
until the mills are in operation. 


3-Point Labor Plan: President Magsaysay outlined his 
administration’s three-point program for labor and urged 
labor unions to be in constant vigilance against communist 
infiltration. Mr. Magsaysay pleaded for labor’s understand- 
ing and cooperation in the speedy accomplishment of the 
following three-point program of his administration: 


1. To maintain a free social and political climate in 
which labor can find unity by democratic organization and 
learn to use effectively the democratic means of protecting 
its rights and advancing its interests. 2. To increase na- 
tional production, reducing the price of essential commodities 
and giving greater purchasing power to the worker’s peso. 
8. To expand the national econemy, bring about full em- 
ployment, and put the law of supply and demand on the 
side of the workers. 


“A prime objective of this administration is to raise the 
purchasing power of your peso by modernizing and develop- 
ing our basic agricultural economy,’ he added. Another 
objective of the administration in which labor had a heavy 
stake, the President continued was the government’s efforts 
to encourage and attract domestic and foreign investment 
for the development of natural resources and for indus- 
trialization. 


Cement Venture: The Republic Cement Corporation has 
been authorized by the monetary board of the Central Bank 
to go ahead in its plan to establish a new cement factory 
in southern Bulacan. The company has been organized by 
leading local businessmen and financiers to meet the rising 
demand for cement and to forestall the yearly recurrence 
of a shortage in this material. Republic’s common capital 
stock of P3,500,000 is fully subscribed. The capital is pre- 
dominantly Filipino and the maximum subscribed for by 
‘any one corporation of group of interests is 15 per cent. 
A syndicate of enterprising Filipino banks agreed to furnish 
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the whole of the 10-year first-mortgage loan of P5,000,000. 
The Philippine Bank of Commerce, the leading bank in the 
syndicate, has negotiated time-deposits of $2,500,000 from 
the U.S. Foreign Operations Administration. An additional 
$1,000,000 of foreign exchange is to be deposited by the 
F.0.A. to the credit of the Central Bank to cover the total 
foreign exchange requirements of the .company’s modern 
plant and equipment. F.0.A. assistance in meeting the 
dollar costs has been sought so as not to impair the inter- 
national reserves of the Central Bank and the banking 
System. 


Republie Cement refutes the claim from some quarters 
that there is an over supply of cement in the country. The 
new cement firm is not expected to be in production until 
1957. Rated capacity is estimated at 3,000,000 bags an- 
nually. 


Roads: The Foreign Operations Administration report- 
ed the signing of a project agreement with the Philippine 
government for the spending of $2,600,000 in aid funds 
for road-building equipment needed for the highway im- 
provement projects. The procurement under the defense 
support program is to include 200 light motor graders for 
maintenance. work, 54 power shovels, 10 tandem rollers, 
8 rock crushers and 30 portable lubricators. 


Animals from India: Of the more than 500 Murrah 
buffaloes imported from India, a total of 326 head was 
recently received by the department of agriculture and 
natural resoyrces. The animals, consisting of 131 cows, 201 
calves, and 4 bulls, represent the first batch of the largest 
cattle importation ever to be made out of India. The 
last shipment of 200 head is expected to arrive in the 
latter part of May. This shipment will comprise 65 cows, 
16 bulls, and the rest pregnant heifers. The purpose of 
the importation is to establish purebred Murrah herds at 
several points in the Philippines as a source of breeding 
stock to improve the native carabao. The animals will 
be distributed to the different stock farms of the bureau 
of animal industry, agricultural colleges and to private 
breeders throughout the country. 


Tobacco Crop: A bumper crop of Virginia tobacco has 
been harvested by tobacco growers in the Ilocos provinées, 
especially in Batac, Ilocos Norte where approximately half 
a million pesos worth of Virginia tobacco is now in stock 
at the bodega of the local farmers’ cooperative association. 
All the way northward from La Union to Ilocos Norte exten- 
sive fields are planted to tobacco, principally Virginia. The 
tobacco industry of the region has been the recipient of 
substantial financial assistance from the ACCFA as evidenced 
by numerous tobacco flue-curing barns made of diverse 
materials such as concrete, wood, clay, hollow blocks and 
plaster boards. 


Log Exports: The Philippines exported 44,100,966 
board feet of lumber and logs valued at P5,397,657 during 
March. The March figures represent an increase of appro- 
ximately 28 per cent over those of the preceding month. 
Exports during February consisted of 36,481,082 board 
feet of logs and lumber valued at about P4,461,636. Japan 
topped all other importers of Philippine logs with 34,716,862 
board feet worth P3,482,264, followed by Korea which 
imported 3,028,464 board feet valued at P257,396. The 
United States imported 5,180,181 board feet of lumber and 
logs valued at P1,362,476. Of the total, 3,941,175 board 
feet worth P859;902 represented sawn timber. 
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ECONOMIC LETTER FROM TOKYO 


The Bank of Japan decided to cut the regulatory rate 
from 60% (applied during April-June, 1st qtr. of F.Y. ‘55- 
56) down to 55% (for July-Sept.) on normal credit exten- 
fions computed under the B.O.J. progressive interest rate 
system. The aim is to maintain the current tight money 
line and not particularly to tighten money further. Factors 
taken into account were fears of money market easing from 
expectations of substantial excess payments over receipts 
in Treasury financings during the July-Sept. quarter (nor- 
mally the reverse) attending the pre-harvest rice-sales con- 
tract system and automatic expansion in the B.OJ. low 
rate-borrowing limit set for banks reflecting the rise in 
bank deposits and own capital. 


In line with the loan rate cut by all banks, other financial 
institutions, such as trusts, life and non-life insurances, 
followed suit by lowering short-term rates on general bills 
(by p.a. 0.365%), effective June 10th. Similar cuts in long- 
term rates followed including Long Term Credit Bank loans 
to the electric industries (effective July 1st), and trusts and 
life insurance falling in line. 


The Japan Industrial Structure Research Council 
(Gov’t-civilian economic expert group, incl. scholars) pre- 
sented its l-year research recommendation on industrial 
policy to the Gov’t. The report stresses promotion of export 
industries, development of home resources and nurturing 
of new industries for improving the balance of payments, 
expanding employment and national income and elevating 
the living standard. Industries marked out for high 


priority treatment are petroleum-chemical, synthetic fibers, 
ammonium sulphate, utilization of low-grade coal, shaft coal 
mining, electric power, machinery and iron-steel (blast 
furnace and converter). Next in line are iron sand, pyrrho- 
tite, titanium, and pulp-making from broad-leaved trees. 
Defense industries and atoms-for-peace are delegated to 
fiscal outlays. Fund needs total Y3,300,000 million 
($9,166.6 million) to be supplied over a period of about 
7 years. This investment is expected to raise industrial 
production by 47%, and absorb an estimated 4,150,000 
workers. However, this would still leave an estimated 
(wholly) unemployed total of about one million, a problem 
yet to be solved. 


Textiles, mainly cotton yarn, recovered to pre-down- 
turn levels propped by short coverings, buyings by weavers 
and supply controls by big makers. Active overseas buying 
was also a big factor. Copper, lead and zine turned down- 
ward from strike settlement. Recovery in textiles after 
the low in ‘early June followed last year’s pattern, but the 
sharp rise in export contracts to the U.S. was exceptional. 
Secondary iron-steel products remained steady and primary 
products continued to dip slightly. But the outlook is 
strong for an upturn propped by favorable export con- 
tracts. With raw silk recovering (20/22A, Y216,000 per 
bale at June-end), the outlook is for spring cocoon price 
to be set at a comparatively high level (near 10,000 kake). 
The stock market was dullish reflecting political uncertain- 
ties and bearish sentiments. The June-end Dow-Jones ave 
was Y352.47. 


Selected Indicators 
1952 1953 1954 1955 
Dec. June Dec. June Dec. April May June 
Bank Notes(1) 576,431 516,352 629,891 534,214 622,061 550,533 622,201 332,674 
Tokyo Wholesale 
Price Index(2) 97.7 99.1 102.8 97.7 98 98.3 97.5 96.8 
Ind. Prod. Index(3) 134.2 153.2 172.6 163.4 172.9 174.1 170.3 
Export ($1,000) 113,636 115,903 139,742 123,461 190,022 152,250 147,847 
Import ($1,000) 201,755 196,818 264,475 195,996 172,939 217,589 214,753 
(1) Bank of Japan; In million yen. (2) Bank of Japan; 1952 ave.=100. (3) Econ. Counsel Bd.; 1934-36 ave.=100. 
Production of Essential Commodities 
1950 1951 1952 1953 1954 
Commodities (unit) Mon. Mon. Mon. Mon. Mon. Sl 
Ave. Ave. Ave. Ave. Ave. April May 
Goal (1000 M.T.) 3,205 3,609 3,613 3,986 3,560 3,330 3,332 
Pig-iron ( oF ) 186 261 290 410 384 425 “453 
Steel ( ” ) 291 401 406 434 466 559 573 
Electrolytic 
‘ copper (M.T.) 7,062 1,579 7,867 9,386 8,874 9,894 7,391 
Zine : (ite 4,084 4,696 5,836 7,482 8,489 9,833 6,926 
Aluminum ae) 2,064 8,076 8,555 4,200 4,426 4,910 5,056 
rani bie, sae 5 eee 11,869 14,705 15,336 15,642 15,851 16,552 
T. 546 593 80 i 
7 LAN 7 890 980 954 
sulphate ( oF ) 131 140 163 163 
ae, 6: 173 187 197 
Silk (bale—132 Ibs.) 14,749 17,939 21,391 20,893 
Cotton yarn (mil. Ibs.) 44 62 65 : 91 oe i i. 
Cotton 18 
fabric (mil. sq. yds.) 128 182 187 259 
2 265 
Rayon fabric ( 7 ) 33 Al 41 54 55 pd at 


July 21, 1955 


MARINE EXPORT INSURANCE IN 


, The first marine insurance company in Japan was set up 
in 1879. In 1898 five additional marine insurance com- 
panies were established. Initial attempts by these companies 
to enter the insurance market in London failed, but led to 
the establishment of re-insurance relations between the 
first of these companies and the London underwriters. In 
later years Japanese marine insurance business became more 
in the nature of a branch of the London re-insurance market. 
Following the outbreak of the first world war in 1914 the 
Japanese Government enforced a  State-managed  re- 
insurance system with a view to maintaining and expanding 
war-time trade with effective marine insurance. During 
the second world war, Japanese underwriters were compelled 
to sever relations with the London re-insurance market and 
to conduct marine insurance business entirely on their own. 
The State-managed re-insurance system was extended to in- 
clude ordinary marine insurance as well. 


At present there are 20 marine insurance companies 
in Japan, including one specializing in re-insurance. The net 
premium revenue (total premium revenues minus re- 
insurance premiums) of the 19 marine insurance com- 
panies in 1952/53 (April-March) was Y10.727 million 
(37.6 per cent for cargo and 62.4 per cent for ship 
insurance) as against Y3.018 million (57.2 per cent for cargo 
and 42.8 per cent for ship insurance) in 1948/49. The net 
damage rate (the rate of net amount of insurance money 
paid out against the net’ premium revenue) for both cargo 
and ship insurance combined in 1952/53 was 39.3 per cent 
compared with 63.9 per cent in the previous year. The 
decrease in the rate is attributed to fewer accidents. 


Cargo Insurance 


A reduction in the insurance premium rates for coastal 
freight was effected in the fiscal year 1952/53 when coastal 
whipping had considerably decreased with improvement in 
land transportation. This step led to a slight decrease only 
in total premium revenue from cargo insurance which would 
otherwise have fallen more appreciably. The premium re- 
venue from ocean-going cargo insurance on the other hand 
registered an increase of about 36 per cent over the pre- 
vious year’s revenue. The total value of cargo covered by 
marine insurance in 1952/58 increased by 25 per. cent in ex- 
ports and 35 per cent in imports despite the decrease in 
Japan’s foreign trade after the Korean-war boom and im- 
port restrictions imposed by sterling area countries. Com- 
‘petition in soliciting insurance contracts for export cargo 
was however keener than for import shipments. Intensifica- 
tion of competition caused premium rates to follow a down- 
ward trend but the value of premium revenue remained un- 
changed as a result of an increase in the value of export 
cargo contracts and increase in premium revenue from im- 
port cargo resulting from the conclusion of major import 
cargo contracts. The net damage rate for export cargo 
insurance deteriorated from 18.4 per cent in the previous 
year to 41.5 per cent in 1952/53, but that for import cargo 
insurance, which accounts for the greater part of ocean- 
going cargo insured, improved remarkably from 141.8 per 
cent to 65.3 per cent. 

There was a steady progress in insurance of cargo in 
foreign currencies by Japanese marine insurance concerns 
since 1950. For example, the value of insurance contracts 
executed by these concerns in 1950 amounted to US$255.20 
million, value of premiums US$1.25 million. In 1952 the 
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corresponding figures were US$1,419.03. million and US$6.25 
million, It must however be observed that the Japanese 
imsurance concerns account for only 55 per cent of total 
Japanese imports insured and 20 per cent of total exports 
insured. The remainder of the marine insurance is handled 
by foreign countries or foreign insurance companies operat- 
ing in Japan. It should be noted that about 80 per cent 
of Japan’s foreign trade is being done on the FOB basis, 
trade on the CIF or C&F basis representing only 20 per 
cent .of total foreign trade. 


Ship Insurance 


At the end of March 1953 Japanese merchant shipping 
totalled 2.83 million gross tons or only about half of the 
peak tonnage in 1941. The inclusion of a considerable num- 
ber of inferior war-time standard vessels in the present 
merchant fleet and the high cost of repairs and deterioration 


of harbour facilities have reduced the Japanese shipping 
efficiency. Increasing new shipping construction and re- 
modelling of war-time standard ships now current are 


gradually restoring the shipping efficiency of Japan. 

During the post-war period of inflation, the ship- 
insurance business could not be placed on a paying basis 
without increasing premium rates, which were raised in May 
1952 by about 20 per cent on the average. This develop- 
ment, coupled with new construction of 300,000 gross tons, 
increased the premium revenue for marine insurance - busi- 
ness in the 1952/53 fiscal period by about 50 per cent over 
that for the previous year. 

In regard to re-insurance of ships, a State-managed 
reinsurance system has been in force which covers excess 
damage to cargo ships worth more than Y300 million each. 
The Japanese Government is reported to be considering 
the abolition of this system in the near future. 


Types of Export Insurance 


In the pre-war period “The Export ‘Compensation Sys- 
tem” to cope with a recession in Japan’s export trade in 
1930 and “The Export Advance Loans Compensation Sys- 
tem” launched in 1938 for the purpose of enlarging export 
finance through effective advance loans were in vogue. These 
two systems may be described as a sort of forerunners of 
the “Export Insurance System”, which is now in force in 
Japan. This system is composite in nature, embracing five 
different types of insurance: Ordinary Export Insurance; 
Export Deferred Payment Insurance; Export Bill Insurance; 
Export Finance Insurance; Overseas Advertisement In- 
surance. 


Ordinary Export Insurance affords compensation, up to 
90 per cent, for losses incurred by exporters or manufac- 
turers owing to their inability to make export shipments or 
collect export payments because of extraordinary risks, in- 
cluding wars, revolutions, civil wars, and restrictions or bans 
on exchange transactions or foreign trade occurring in the 
period between the conclusion of an export contract and 
the collection of the bill. 

As a special ramification of this system, the “Increased 
Expenses Insurance” protects exporters against increases 
in expenses borne by them as a result of changes in shipping 
schedules or deviation from. previously fixed navigation 
routes. - For this purpose, the Japanese Government re- 
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insures the full amount of insurance contracts made by 
private insurance companies. 

In the 1952/58 fiscal year the value of insurance con- 
tracts in this category declined steadily, mainly because most 
countries had already compieted a series of actions to cut 
imports. However since the beginning of the 1953/54 fiscal 
year, owing to increased international tension, insurance 
contracts under this system have tended to increase moderate- 
ly, particularly for exports of general machinery, followed 
by iron and steel, foodstuffs, cotton goods and rolling 
stock. 


Export Deferred Payment Insurance covers 90 per cent 
of losses caused to exports involving long-term deferred 
payments through extraordinary risks such as wars and 
restrictions on foreign exchange transactions, or credit risks 
such as insolvency or bankruptcy of the other party. 


Under this insurance, the government is put under direct 
obligation starting from the time of loading of cargo. In 
accordance with a policy to promote exports of “plant faci- 
lities”, application of this system is confined at the present 
time to payments for exports of capital goods and technical 
services related thereto. 


Insurance contracts under this system during the 
1952/53 fiscal year were limited to only six cases, including 
mining equipment for Portuguese Goa, salvage machinery 
for China: Taiwan, textile machinery for Indonesia and 
Pakistan and locomotives for Chile. 


Export Bill Insurance insures foreign-exchange banks 
up to 80 per cent against losses incurred as a result of non- 
payment of documentary bills bought from export traders 
without the backing of letters of credit By facilitating the 
purchase of documentary bills by foreign-exchange banks, 
this system has obviously benefited export traders to a con- 
siderable extent. 

With the relaxation of the settlement formula for 
Japan’s foreign exchange and less-stringent foreign trade 
controls, it was believed that this system of export bill in- 
surance would be utilized extensively in the future. 
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Export Finance Insurance provides 80 per cent coverage 
in the event export traders or manufacturers of export goods 
fail to repay advances supplied by foreign-exchange banks to 
finance exports. The obligation under this system, which is 
designed to protect foreign-exchange banks as well as export 
financing through advance léans, is undertaken by the gov- 
ernment itself. Application of this insurance was first re- 
stricted to the dollar area, but was extended in August 
1953 to include all other currency areas. 


The value of insurance contracts under this system 
increased rapidly month after month in 1952/58, most bene- 
ficiaries having been traders and manufacturers of small 
export industries. Most of the goods covered by these con- 
tracts went to the United States of America while com- 
modity-wise, sundry goods and agricultural and marine pro- 
ducts led the list of goods protected by the insurance. It is 
anticipated that the utilization of this system will increase 
in the future. 


Overseas Advertisement Insurance is designed to cover 
50 per cent of the losses incurred by manufacturers of 
export goods who fail to amortize expenses of overseas ad- 
vertisement and publicity with subsequent exports. Ob- 
ligations to compensate manufacturers for such losses are 
undertaken directly by the government. Application of this 
insurance was extended from the dollar area to all other 
currency areas in August 1953. 


Sample exports of motion pictures were covered by this 
type of insurance in only two cases during the 1952/53 fiscal 
year, the main reason apparently being that Japanese com- 
panies feel there is little need of insurance protection in 
the matter of advertisement or publicity expenses which can 
simply be written off as part of production costs regardless 
of their efficiency in export promotion. Another cause of 
the limited utilization of this'system seems to be the luke- 
warm attitude generally displayed by Japanese companies 
toward advertisement and publicity. 

The Japanese Government is giving full consideration 
to the improvement of the export insurance system from the 


‘viewpoint of export promotion. 
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AND RED CHINA 


By Felixberto C. Sta. Maria 


(Editor, Panorama, Manila) 


When Britain first took Hongkong, during the “Opium 
War,” it was a barren and empty island. The British, having 
decided to force China to trade with them, had sent a small 
force from India to seize and hold Chusan, a stronghold 
halfway up the China coast. A score of warships and 
armed steamers and 10,000 soldiers dictated terms to the 
emperor of China. Yet, by the treaty of Nanking, the em- 
peror managed to keep Chusan and give little Hongkong 
away instead! The British accepted it—and still hold it— 
for its importance as a doorway to the Asian continent’s 
markets. 

The Chinese, who historically long considéred aliens 
inferior to themselves, welcomed Arab merchants in the 
10th century but restricted them to the use of five ports, 
controlled by imperial edict. 


The 17th century provided another example of this 
imperiousness. The Pope had sent a mission of scientist- 
Jesuits to the court at Peking. They cast the first cannon, 
reformed the Calendar, and engraved an up-to-date map 
of China. But because the Pope and the emperor could 
not agree on the best word for “God” in Chinese, the bamboo 
curtain slammed down and for two centuries the West was 
shut out of the Orient. 


The emperor made few concessions, even by the 19th 
century. At last, on a mud flat outside the walls of Canton 
in thirteen two-storeyed houses foreigners were confined 
and denied the companionship of women. At the height of 
the trading season, according to the report of G. J. Yorke, 
1000 people would be huddled together in a compound 
only 200 yards square! Only on holidays could they visit 
their wives, in the nearby Portuguese settlement of Macao. 

British traders could deal only with a guild of from 
six to thirteen Chinese firms called the Cohong. Except in 
the case of homicide, they were not subject to Chinese law, 
but the Cohong merchants paid their fines instead and were 
reimbursed from a special tax on British trade. On a 
charge of homicide, however, a victim’s life was demanded 
whether he was guilty or not, and in spite of all mitigating 
circumstances, 


Once the British handed .over a seaman who was then 
strangled slowly in front of their factories. Anyone who 
attempted to visit the Chinese women in nearby flower boats 
might be returned trussed upside down to a bamboo pole. 


It was for these continued insults that the British, 
whose pride was high after helping to defeat Napoleon, shot 
their way into the treaty ports and won Hongkong in the 
19th century. The bamboo curtain was forcibly lifted until 
the Communists seized power in Peking. 


Hongkong covers only 32 square miles of hill, granite, 
and scrub-brush. As the colony developed, Chinese flocked 
there to discover a freedom unknown at home. However, 
their arrival forced the extension of living quarters to the 
mainland across the bay. These now include 3% square 
miles on the tip of Kowloon or Nine Dragon peninsula, and 
a 99-year lease on the rest of the peninsula and several 
small islands. However, the depth of the metropolitan dis- 
tricts no longer suffices to feed the colony or defend the 
inner city in the ‘event of attack. The Japanese stormed it 
easily in World War II; and the Red Chinese can also do 


so, whenever they choose.* 


The 2,500,000 Hongkong Chinese protected by the Bri- 
tish easily outnumber the total population of New Zealand. 
1,250,000 live on the island itself, or more than 2,000 to the 
acre. The squatters alone have their own factories, restaur- 
ants, opium dens, and even a police and fire force! 


The colony has registered 17,000: ocean-going junks, and 
the total population living permanently afloat on these or 
smaller boats is estimated at 200,000. Not one owner has 
a British passport, but all have British protection. Most are 
fishermen who use Hongkong harbor for its security from 
pirates. Yet it seems unlikely that these Chinese ever 
would fight to defend the existence of Hongkong, as for 
example would the Portuguese and Indian communities which 
also enjoy British freedom there. 


Because of this basic distrust of elements which out- 
number them in their own colony, Hongkong is not run 
democratically. Its governor, appointed by the Queen, 
selects his own executive council. Nor is the legislative 
council responsible to the public. The government is run 
efficiently, like a tightly organized British business concern. 


However, trade itself has always been free, under the 
Crown rule. Hongkong has the only safe deep-sea port in 
the mainland between Singapore and Shanghai; it is the 
largest banking center in the Far East; it has the cheapest 
harbor facilities in the world. Because its main function is 
as depot for the China trade, there is no general tariff, 
income tax is low, and price control is restricted. 


The cheapness of Chinese labor, their industry and in- 
stinct for trade have aided the British immeasurably in 
building this community. Since the foremost interest of all 
is commercial, it has never interfered with mainland politics. 
Yet the Communists may resent anyone’s possession of 
Hongkong. However, should they drive the British outside 
the bamboo curtain, free trade would end and the Com- 
munists too would suffer. There is not another safe depot, 
on the mainland, where goods can be collected and bulked 
for export, and where imports can be broken down for re- 
distribution up-country. Historically, it was the “intruders,” 
the British, who ended local extortion and unreasonable in- 
terference by the central government. 


Meanwhile, Hongkong (encouraged. by embargoes im- 
posed during the Korean War and restricted exports from 
Formosa) has trained itself to answer the Communist threats 
from Peking by seeking as much business as is possible 
elsewhere. The British have no personal love for Red 
China. Today, 70% of the colony’s trade is with countries 
outside China. Hongkong is fast becoming an important 
manufacturing and shipbuilding center. Textile and rubber 
industries have grown, and two of the Commonwealth’s big- 
gest passenger liners were launched there recently. 


In India and Ceylon, when British government became 
intolerable, unwilling subjects were invited to become equal 
partners in the British Commonwealth. But in Hongkong, 
the popular majority are Chinese whose cultural ties would 
never let them be equal partners or co-defenders of free 
trade. Until such freedom no longer serves the Free World, 
Britain intends to prevent her piers and factories from being 
seized for the service of Red China. 


* This is not so; the defence of Hongkong is well organised and with 
sea and air support from the US, Hongkong can be successfully held if 
ever attacked by Red China. The Japanese conquest in 1942 can never 
be repeated by the communist Chinese (Ed.). 
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ANTI-SMUGGLING ACTIVITIES 


About 6,000 taels of gold were seized by Preventive 
Service during the month of June. Two Americans who were 
arrested at Kai Tak Airport had 200 taels each on them 
and one had 700 watches in addition. Another aircrew 
member arrested at the same time had 200 watches, A total 
of 5.500 taels of gold, the largest single seizure since 1951 
and believed to be the fifth largest in the Colony’s history, 
were seized on the ss. “Nellore” on its arrival from Manila 
on June 15. The gold was found in a consignment of 150 
sacks of sugar. A suspected ocean vessel was met and 
guarded by Revenue Officers during the whole time it was 
in port unloading its cargo. 18 lbs. of opium were seized 
on the first day and a thorough search of the vessel from 
stem to stern disclosed a total of 304% lbs. Seizures of 
hydrocarbon oils were exceptionally high during June, over 
302 tons being seized in various parts of the Colony and 
on small vessels. During the month, following seizures were 
made under the Importation and Exportation Ordinance and 
Defence Regulations: Petrol 1653 gals. Diesel Oil 97 tons 
44 gals., Fuel Oil 100 gals., Kerosene 43 tons 84 gals., Empty 
Drums 51 drums, Ignition Coils 170 lbs., Motor Cars 4 cars 
Watches 98 lbs., Gold 491.66 lbs. 


EASTERN HARBOUR FERRY SERVICES 


The restoration of the cross-harbour ferry services be- 
tween the eastern shore of Kowloon Peninsula and Hong- 
kong Island will be completed before the end of this year. 
The construction of a vehicular concourse at the new ferry 
pier at Ma Tau Kok will be finished by November. The 
concourse is designed to regulate the flow of traffic enter- 
ing and leaving the pier area. The platforms for the dis- 
charge of bus passengers will be situated in front of the 
entrance to the pier while the main terminus will be sited on 
the west side of the concourse. In addition there will be 
waiting ranks for taxis and public vehicles and parking ac- 
commodation for private cars. The Eastern Harbour ferry 
services were suspended at the outbreak of the Japanese 
war and have not since been resumed. During the Japanese 
occupation, when Kai Tak Airport was developed, the old 
Kowloon City ferry pier was absorbed in the reclamation and 
eventually dismantled. A modern passenger ferry pier is 
being built to replace the pre-war structure. The Hong- 
kong and Yaumati Ferry Co., Ltd. will operate ferry services 
from this pier to TonnocHy Road and Jubilee Street linking 
the Ma Tau Kok and Kowloon City areas with the Wanchai 
and Central districts on Hongkong Island. The pier, which 
is 235 feet long and 68 feet wide, will have a ferry berth ou 
either side. 


INDUSTRIAL DEVELOPMENTS 


A new cotton spinning establishment, operating 7,200 
spindles, has begun operations. A factory making “invisible” 
nylon hair nets has also started production and another arti- 
ficial jewellery factory specialising in metal costume jewel- 
lery has been established. The Golden Dragon Metal Manu- 
facturing, Limited, are opening a sub-factory to make ceiling 
fens. One bulb factory has accepted an order for 100 
cases of flashlight bulbs from US. ‘Shipments will be com- 
pleted before the end of this year. 
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HONGKONG CITIZENS 


Mr. Hilton Cheong-leen, Secretary of. the Civic Associa- 
tion, said last week that legally speaking there is no such 
entity as a ‘Hongkong Citizen’. We have HK residents but 
no HK Citizens. Any person born in Hongkong or who 
becomes naturalized in Hongkong is a ‘British subject: citizen 
of the United Kingdom and Colonies’ under the British 
Nationality Act 1948. Hongkong, as a Crown Colony, does 
not have its own citizenship laws, as in Canada, Australia, 
India, Ceylon, and self-governing States within the Com- 
monwealth. A simple definition of a Hongkong resident is 
‘one who resides in Hongkong’. So long as he obeys the 
laws and co-operates in the maintenance of public order and 
security, the Hongkong resident is permitted to go about his 
business as he pleases. In fact, every person in Hongkong, 
with the exception of tourists, and temporary visitors, may 
be called a HK resident. ‘Certain suggestions are being 
aired in London to have HK eventually promoted to some 
sort of ‘New Dominion’ status. A colony is normally ex- 
pected to go through five stages before it arrives at self- 
government. Hongkong is now in the second stage——the 
formation of an electorate. At the third stage the electorate 
assumes control of the Legislature through electing members 
to the Legislative Council. So in terms of constitutional 
progress HK is still far from the ‘New Dominion’ status. 


HK HOUSING SOCIETY 


The Hongkong Housing Society announced that the 
extension of their Ma Tau Chung Estate, near Argyle Street, 
comprising 128 cottages had been completed. These cottages 
provide accommodation for a maximum of five persons in each 
unit consisting of a bedroom and a kitchen. Two families share 
a W.C. Preference has been given to low income “white col- 
lar” workers, viz., teachers and clerical workers at $30 per 
month. The Hongkong Housing Society is a non-profit- 
making organisation incorporated under Special Ordinance 
in 1951. It will have over 2,000 properties under its man- 
agement when present schemes are completed. For the 
permanent estates Government helps by providing land at a 
cheap price and lending the Society money at 34 per cent 
for a period of 40 years. Site formation is paid for by 
the Colonial Development & Welfare Fund. The Society’s 
first project was the estate at Sheung Li Uk of 270 flats 
which has been running well for over two years. In view 
of the continuing demand, it was decided to build an estate 
at Hunghom comprising about 1,300 flats, 23 shops and, if 
possible, a school. The first block at Hunghom will be ready 
in September. Healthy Village at North Point is another 
of the Society’s estates which is now progressing. This will 
comprise four blocks of 10-storeys. Lifts will be provided 
as well as refuse shoots. There will be about 600 flats and 
12 shops. Two blocks will be ready by March, 1956. 


RAIN-MAKING EXPERIMENT 


The recent experiment in artificial rain production con- 
ducted by the Royal Observatory shows that the 
method of injecting cumulus clouds with fine sprays of water 
does not increase rainfall in Hongkong. According to the 
Observatory, techniques used elsewhere are completely un- 
suitable here. So far no known method of artificial rain 
production can augment the Colony’s rainfall. The recent 
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PRECIOUS METALS IN JEWELLERY 


It Js axiomatic that gold, silver and platinum constitute 
the major part of the metals used in the fabrication of jewel- 
lery, silverware and watchmaking; but there should be added 
to these the lesser known minerals which are associated with 
platinum in its natural form as it comes from the mine, which 
are palladium, iridium, rhodium, ruthenium and osmium. These 
several metals with their numerous alloyed forms constitute 
practically the whole range of metals employed in these 
crafts. The intrinsic qualities of a metal required for this 
fine work are, first, that it must be “precious”, that it is 
worthy of being used for purposes of adornment, in other 
words essentially unalterable and rare enough to give it high 
value. It must likewise possess a high degree of brilliance 
in its polished state; also its colour must be pleasing. From 
the technical point™of view it should be ductile enough to 
lend itself to various shapings in a_cold state and, on the 
other hand, solderable through a certain range of tempera- 
tures. Moreover its price, necessarily high, should be sub- 
ject as little as possible to economic fluctuations. It ought 
also to be constantly salable at a sum approximate to that of 
its cost price. Finally, for the purpose of avoiding fraud, 
it must be submissible to unquestionable and convenient tests 
of its quality sufficient to meet all practical demands. 


Very few metals among the 50-odd which are found in 
the world possess all of these properties, chiefly gold and 
the six others that come from the platinum mine. All of 
these metals are, however, too soft to be used in their pure 
state in these crafts and must, consequently, be hardened 
through alloying with other less precious substances. 


experiment, aimed at testing the efficacy of the water in- 
jection method of augmenting natural rainfall, was carried 
out during the whole of May and the first half of June. It 
used the “water injection” principle as tried out successfully 
in New South Wales. In the Hongkong experiment, cumulus 
clouds were injected from three ground stations situated on 
the ridge between Victoria Peak and Mount Gough. A total 
of 90,000 gallons of water were used in the experiment. In 
the first eleven days of May, more rain fell than in the 
previous seven months, but the Observatory reported that 
the experiment unequivocally showed that the water injec- 
tion method did not increase rainfall in Hongkong. 


THE SHANGHAI WORSTED MILL, LTD. 


The resources of the Shanghai Worsted Mill, Ltd., are 
slowly dwindling, it was reported at the annual meeting of 
the Company held here last week. Mr. W. C. Gomersall, 
the Chairman, said that the Mill was still operating on a 
commission basis, producing yarn and cloth for the Chinese 
Government which provided the raw materials. The Com- 
pany had no freedom to decide what to make; it still em- 
ployed some 600 workers, and most of them were under- 
employed. The commission charges received were insufficient 
to cover costs. It was decided at the meeting that the sum 
ef HK$2,718,384 standing to the credit of Capital Reserve 
Fund be distributed among the shareholders who on June 
10, 1955, were registered shareholders of the company and 
that the said sumr be distributed accordingly amongst the 
shareholders in the proportion of HK$2 or the equivalent 
thereof in Chinese or in U.S. currency for each share held 
by such shareholders respectively. 


COMMERCE 


Silver: _ Silver is classed among the precious metals, 
although it is essentially changeable. Its use stems from 
a tradition as ancient as the history of man. Its colour, if 
It is not tarnished, is otherwise agreeable. Although it has 
not, through the course of time, kept its value constant -as 
measured by gold, it preserves an extended clientele appre- 
ciative of its qualities and accepting its faults in view of 
its relative cheapness. 


Silver has a melting point of 960° ©. and a density of 
10,5 which is the lowest of all the precious metals. Its pri- 
mary place in history has, of course, always been in the 
making of coins, which date back through all the centuries of 
recorded history. Its best industrial uses are in photographic 
plates, films and paper on the one hand, and on the other, 
in electro-plating. In the craf!s with which we are dealing 
its employment now tends to be restricted in favour of the 
unalterable while alloys, either based on gold or more often 
on the metals in the platinum range. 


Gold: This doyen without a rival in the world of metals 
represents men through all the changing events of his historic 
relations and has itself been the author of many of his most 
exciting manuscripts. Its most highly valued property is 
doubtless its malleability, for in demonstration a single ounce 
of pure gold has been hammered into “a 300-sq.-foot leaf”. 
Its melting point is 1060° C. and it has a density of 19,3 sur- 
passed in this only by platinum, iridium and osmium among 
the precious metals. 


Its practically universal acceptance as an international 
monetary standard has, through equally long centuries, made 
it the substance desired of all men, and has excited the envy 
of womankind for its uses in adornment. In addition to its 
widely known use in the finer arts its place in industry has 
always been high, as it serves without equivalent substitute 
in certain dental works, as a remedy in salts of gold, for 
decoration on ceramics, for coating picture and for the 
finer specimens of the bookbinder’s art. Like silver its 
alloys are numerous, necessitated by the tendency to wear 
in its pure form of 24 carats. 


Platinum and its Associates: In contrast to ‘silver and 
gold the five associates of platinum, which are separated 
from their dominating element by a complex chemical pro- 
cess, occur in much smaller quantities than these three prin- 
cipal precious metals. It is interesting, for example, to 
note that the annual world production is approximately the 
following: 12 tons of platinum, 6 palladium, 0,8 rhodium, 
0,6 ruthenium, 0,4 iridium, 0,2 osmium. 


Platinum itself has a melting point of 1774° C. and a 
density of 21,5. Although used to a certain extent in 
jewellery, especially in the setting of. diamonds and some 
other precious stones, its extensive employment in this trade 
is somewhat restricted by its high price and more definitely 
also by the high industrial demands made upon the supply, 
which induces certain governments to curtail channelling it 
into this realm. Its functions in industry are numerous, 
including a heavy alloy for the fine drawing plates used in 
the manufacture of artificial textiles, of optical glass, aviation 
spark-plugs, thermo-electric couplings in measuring high tem- 
peratures, in electric lamp filaments and other electric ap- 
paratus. 


Palladium is the most important of the platinum as<- 
sociates and has a melting point slightly lower than platinum 
itself, that is to say 1554° C., while it has a density of only 
12. It has few industrial uses, the most important of 
which is in dental work and certain electrical appliances. 
Sharing with gold the property of high malleability, it com- 
petes with this more usual metal in the most costly book- 
binding tasks. 
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Rhodium is the second of the platinum associates and 
has a melting point of 1996° C. and a density of approxi- 
mately 12,4. With its parent metal it joins in alloys that 
serve in wires subject to high electric heating, especially 
in certain laboratory furnaces. Also in its pure state it 
partakes of the qualities most necessary in excessively thin 
electro-plating. 

Ruthenium is the third among the platinum associates 
and has a much higher melting point, approximately 2450° 
C., with a rather low density of 12,2. Because of the diffi- 
culty of working it even at very high temperatures, its use 
is restricted to the hardening of other metals. This is why 
it is found in certain alloys for jewellery. 


Iridium is the fourth platinum associate and has an 
even higher melting point of approximately 2454° C. and 
an equally high density of 22,4. Sharing the same difficulty 
of working with ruthenium, it is also restricted to hardening 
platinum when the latter is used as a substitute for copper. 
This is true in platinum hypodermic needles. 

Osmium is the last of the platinum associates. The 
melting point is 2700° (C., and density 22,5. In its pure 
state it is quite unworkable and, owing to its rarity, it has 
few uses, save in the points of the very high grade stylo- 
graphic pens, where it is generally alloyed with ruthenium 
or, at times, with iridium. Certain phonograph needles, de- 
stined for very long wear, also contain osmium. 


WATCH TRADE IN INDIA 


The present prevalent conditions of the watch trade in 
India are gradually going from bad to worse. The follow- 
ing three, among others, contribute directly to the sad plight 
of things existing in the market today. First, through large 
scale cleverly organized smuggling from neighbouring states 
(mainly Hongkong) the market has been flooded with 
watches, causing grave concern to genuine importers who 
observe scrupulously all the regulations and ordinances of 
the government regarding imports. Secondly, the margin of 
profit, which was never very high, with the smuggling and 
other unlawful imports, has now come to nought. Some- 
times the law-abiding importer is. obliged to sell the goods 
imported at their landing cost, and sometimes, below, just 
to recover the capital he has invested in the goods. It is 
not unusual for some firms to close down completely under 
such unfavourable conditions. Thirdly, the liberal import 
policy of the government has been of some relief to the 
law-abiding importers but, on the other hand, the heavy 
import duty levied takes away from importers the major 
portion of the expected income. 


Further, to crown all, the exacting customs detain the 
goods imported, even if the importer makes an unintentional 
mistake. More often than not, for any flimsy excuse the 
goods are not cleared. The quickest time the customs take 
to release the goods is at best two years. Incidents of this 
nature are very common and occur in the news practically 
every day. 


WATCH TRADE IN PAKISTAN 


Following are the statistics of import of watches for 
the years 1951 to 1954: 


1951/52 1952/53 1953/54 
Rs. 30,99,498/- Rs. 23,07,548/- Rs. 3,22,697/- 


Adverse foreign exchange position made an all-round 
cut in import ceilings. But in every commodity there is a 
barest_ minimum necessary requirement for national con- 
sumption. This has been lost sight of as for the past 18 
months hardly any licences were given for the import of 
watches. There are more than 2,000 watch shops spread 
over the country. Drastic cut in watch imports has hit 
importers and watch dealers. Watches have been placed on 
the list of import commodities under the Barter and Export 


BAR EASTERN 


Economic REVIEW 


Incentive Scheme. Most watch shops have been devoid of 
any stocks. Thousands of Pakistanis wanting to buy 
watches have to leave these shops disappointed. 


The import duty on watches is 70%, the sales tax 

The watch is thus a good income-earning commodity 
for Government. Because of this unscrupulous people resort 
to the smuggling of watches from foreign countries. This 
has created a panic in the genuine watch trade and has 
resulted in a big loss of revenue to the Government. 
Watches have become a profitable commodity for smugglers 
in all parts of the world. Hongkong is a leading source of 
smuggled watches. 

Exporters of rice and other commodities under the 
Barter and Export Incentive Scheme are entitled to licences 
for watches. This scheme enables “outsiders” to obtain im- 
port licences for watches, if they so choose, which are then 
sold to the Trade at a premium (up to 140 per cent in the 
past). This is to compensate exporters for losses sustained 
in selling commodities below world market quotations. As 
such “Barter” licences made available to outsiders are taken 
from the total quota (or “ceiling”) fixed for the respective 
shipping period, the result is a corresponding lowering of 
the Ceiling for the established trade. In this way the 
aggregate “ceiling” of Rs. 700,000/- had already been re- 
duced by Rs. 300,000/- at the beginning of the year. 


20%. 


HARD FIBRE GROWING IN INDONESIA 


Hard fibre growing in Indonesia is in a bad way. It 
has every appearance of an industry in decline, with small 
prospects for a lasting survival, according to the quarterly 
review on Hard Fibres, compiled by the Economist Intelli- 
gence Unit, London. For one thing, the industry has to 
cope with a political situation as uncongenial to efficient 
estate enterprise as ever and not visibly changing for the 
better. Although the authorities are reported to favour a 
revival of the sisal industry, which before the war was 
healthy and progressive as well as an important earner of 
currency, they still look askance at the foreign companies 
managing it. It is true the Government pays the com- 
panies a subsidy to offset the loss they. incur in growing 
sisal and so keeps them going. But the Government does 
little to tackle the basic difficulty of unproductive and, at 
times, turbulent labour. Labour unrest, in fact, remains 
rampant; the squatters who have occupied large tracts of 
land planted with sisal before 1939 do not move; and little 
of the alienated land is being returned. 


But the unfavourable political climate is only one of 
the problems baffling the hard fibre estates. The other and 
equally serious one arises from the inability of the com- 
panies to make ends meet at present fibre production costs 
and the ruling fibre prices. 


On the one hand, the estates are made to pay the 
workers a money wage quite out of relation to their pro- 
ductivity, and in addition they also bear the financial burden 
for various social services they are obliged to provide. On 
the other hand, the selling price of sisal, in spite of a re- 
covery this year, is so low as to remunerate adequately only 
low cost producers. And Indonesia is no longer the low cost 
producer it was before the war; to-day, indeed, its sisal 
production costs are among the highest in the world, amount- 
ing to about £110-£120 a ton, including depreciation. In 
short, sisal growing in Indonesia has ceased to be an econo- 
mic proposition. 

_ It is for these reasons that the modest ambitions enter- 
tained by the estates a few years ago have not been realized. 
In 1951, when the industry produced only 16,000 tons of 
sisal and abaca, it was working to a hard fibre production 
objective of about 40,000 tons to be reached by 1956, with 
a further expansion following if conditions permitted. And 
in the following year output had already climbed to nearly 
30,000 tons. But since 1952 the industry has stagnated; 
it produced more sisal in 1953 and 1954 but much less 
abaca, and it exceeded its total production of 1952 in neither 
year. 
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Productjon of Hard Fibres 


7000 tons 

Sisal Abaca* Total 
1935-39 Aver. 87.5 3.0 90.5 
OAS hater ce cniciain cists 2.6 2.4 5.0 
uC? Che Sel aeets Ma actaae p Bey | 1.5 2.6 
LUCE eal sp epnoantno pers 2.4 4.5 6.9 
Ge” -.Yatatetatainrs cvctants atalere 9.6 6.2 15.8 
LOG 2 WE Actacteside teens 24.1 5.7 29.8 
DS ie tay ereteiaehafuts ealevofar state's .enayarc'aistave 24.3 23% 27.0 
UE RY GaSe dane Dotoe o POmeegate 28.2 Baz 29.4 


* Exports only. 


Outlook for 1955: Prospects for production in 1955 
are not discouraging. At 8,300 tons (sisal and abaca) in 
the first quarter, output exceeded by 1,800 tons the corres- 
ponding figure for 1954, and although it is reported to have 
dropped since, the 1954 total of 29,400 tons should at least 
be equalled, if it is not slightly surpassed. There should 
be about the same amount of sisal as in 1954, ie., rather 
more than 28,000 tons, and perhaps twice as much abaca, 
or some 2,000 tons. 

Whether a sisal supply of that order can be sold in 
full, is not so certain. In 1954, only 23,000 tons were ex- 
ported, and the unsold stock at the end of the year was 
6,000 tons. Still, 1955 has so far been a better year for 
sisal; export business has improved; and the carry-over stock 
has fallen to between 3,000 and 4,000 tons currently. 


Exports in 1954 


000 tons 
Sisal Abaca 

(UE Se oa eer Tae BRS Ee, Enin eeniraner eri yar 0.5 
AUStPRUIR lt to ueiic« sie 5.7 
FBVAN sete aves 3.3 IS Ams Rerinbairaereieys 0.4 
Netherlands ...... 2.6 
Germany" cajesen 2.3 Opherse | cca sscrsetare 0.1 
OPEB CES x. ocicfaiale oe eee Zak 

23.1 1.0 

It is the longer-term outlook that causes concern. Ulti- 


mately no export industry can hold its position in the world 
market if it does not pay its way, and subsidization rarely 
keeps alive an uneconomic export industry which does not 
represent a vital national interest. Clearly the shrunken 
Indonesian sisal industry does not. And even if the Govern- 
ment was willing to dole out subsidies, in one form or 
another, to the tune of over £30 a ton, the producers will 
still lack the incentive to maintain output—leave alone ex- 
pand it. 

Left with next to no profit to stimulate enterprise, 
without the power to cut labour costs to levels consistent 
with productivity, and with justifiable misgivings about the 
attitude of the Government to them, the companies may 
well decide to leave sisal replanting well alone. One of the 
two main sisal producers in Indonesia, it is learnt, has indeed 
already taken this decision. 

Cessation of replanting will not immediately affect pro- 
duction. There is enough sisal in the ground to produce at 
the current, or even a higher, rate for quite a few years 
to come. Also replanting will not stop overnight altogether; 
it may be carried on in a few of the producing areas with 
favourable conditions. Nevertheless it is difficult to resist 
the conclusion that, unless conditions improve fundamentally, 
its resources for producing sisal are dwindling to a point 
where, 10 years hence, Indonesia will have ceased to count 
as an important source of world supply. 

The prospects for abaca are not more hopeful. After 
a remarkable expansion between 1948 and 1951, in which 
year output surpassed 6,000 tons, an even more precipitate 
retreat followed after 1952, which has only just been 
checked. A variety of misfortunes, including a disastrous 
drop in prices, befell this small but initially promising in- 
dustry, and though its poor results for 1954 may be bettered, 
it does not now envisage an‘annual output of more than 
2,000-3,000 tons a year in the future. This is about the 
same as the pre-war output, but a far cry from the objec- 
tive of about 12,000 tons which the producers set them- 
selves, a few years ago, for 1956. 


91 


CHINA FOREIGN TRADE 
CHINA 


Value of trade in million U.S. dollars 


Exports 
Jan.-Sept. Jan.-Sept. 
1953 1954 


Imports 
Jan.-Sept. Jan.-Sept. 
1953 1954 


Trade with 
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Indochina 
Japan 

Pakistan 
Philippines 

New Zealand 
Algeria 

Bel Congo 
Fr W Africa 
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Total Listed Amounts 
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60.7 79.3 77.2 


CHINA, MAINLAND 


Value of trade in million U.S. dollars 


Exports 
Jan.-Sept. Jan.-Sept. 
1953 1954 


Imports 
Jan.-Sept. Jan.-Sept. 
1953 1954 


Trade with 
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United Kingdom 
Belgium Lux 
Germany Fed Rep .. A 
Treland 
Netherlands 
Norway 
Sweden _....... eee 
Ang Egy Sudan 
Egypt | 
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Japan 
Malaya Sing 
Australia _...... Recess 
French Morocco 
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254.2 206.4 135.6 


CHINA, TAIWAN 


Value of trade in million U.S. dollars 


Exports 
Jan.-Sept. Jan.-Sept. 
1953 1954 


5.3 3.8 


Imports 
Jan.-Sept. Jan.-Sept. 
1953 1954 


58.4 73.2 


Trade with 
United! Stabest s....... 
Canada pee re se : 
United Kingdom .... 8.0 1.9 
Belgium Lux ‘ 
Germany Fed Rep .. 8 9 
Netherlands 


(Continued on Page 96) 
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HONGKONG EXCHANGE 
MARKETS 


For the week 11 to 16 July 
U.S.$ 

Tar, ree Notes Notes 
July High Low High Low 
11 $582 581 58014 579% 
12 58214 581% 58014 57914 
13 58214 581% 58034 57914 
14 5824 582 58014 519% 
15 58234 58214 581K 58014 
16 584 582% 58216 5807 

D.D. rates: High 582 Low 579%. 


Trading totals: T.T. US$1.390,000. 
Notes cash US$353,000. forward US$ 
2.700.000, D.D. US$280,000. With 
cross rates slightly lower, heavy de- 
mand by gold importers to cover their 
requirements, and some speculative 
buying by one of the biggest specula- 
tors, the market worked higher with a 
steadier undertone. Few changes in 
the near future are expected for Ster- 
ling is now working near the official 
rate and its strength is proven. In 
T.T. sector, offers from Japan and 
Korea did not meet demands by gold 
and general importers. In Notes, gold 
importers were buying because their 
positions were not met in T.T. One 
of the biggest speculators, who had 
already taken a big position, was buy- 
ing more and thus scattered bears were 
forced to liquidate. Interest favoured 
sellers and totalled $3.45 per US$1,000. 
Positions figured at US$3i million per 
average day. In D.D. sector, business 
was small as few oversea Chinese 
funds arrived. 


Yen and Piastre: Cash quotations 
for Yen $1,425-1,400 per 100,000, and 
for Piastre 800-775 per 10,000. No 
trading in forwards. Interests for 
change over were fixed at 51 cents per 
Yen 100,000 and $11.00 per Piastre 
10.000, both in favour of buyers. 


Far Eastern Exchange: Highest and 
lowest rates per foreign currency unit 
in HK$: Philippines 1.975-1.9575, 
Japan 0.014725-0.014475. Highest and 
lowest per HK$ in foreign currency: 
Malaya 0.53275-0.53175, Indochina 
14.10-12.80, Thailand 4.13-4.05. Sales: 
Pesos 320,000, Yen 85 million, Malayan 
$240,000, Piastre 7 million, Baht 5 mil- 
lion. The market was quiet with busi- 
ness reduced. Piastre and Baht were 
rather weak. It was rumoured that 
Thailand authorities were considering 


to raise the official rate from 35 to 56: 


baht per Sterling, thus 
baht by 60 per cent. 


Chinese Exchange: With good con- 
trol of their currency and good pros- 
pect of peace, People’s Bank Yuan 
notes quoted $1.85 per Yuan. There 
was only small business. Taiwan Bank 
Dollar notes quoted $151-149 per thou- 
sand, and remittances 154-148. 


Bank Notes: Highest and lowest 
rates per foreign currency unit in HK$: 
England 15.62-15.58, Australia 12.05, 
New Zealand 13.60-13.55, Egypt 14.50- 
14.30, South Africa 15.45-15.40, India 


lowering the 


1.175-1.1725, Pakistan 1.04-1.03, Cey- 
lon 0.96, Burma 0.63, Malaya 1.838- 
1.835, Canada 5.865-5.84, Philippines 
2.1975-2.16, Macao 1.015-1.01, Switzer- 
land 1.35, France 0.015725-0.01565, 
Indonesia 0.122, Thailand 0.234-0.23. 


Gold Market 


July High .945 Low .945 Macao .99 
11 $251%4 251%, 
12 251% 251% Low 261% 
13 251% 251% 
14 251% 251% 
15 252 251% 
16 252% 251% 26214 High 


The opening and closing prices were 
$2514 and 2524, and the highest and 
lowest were 2528 and 2513. The 
market was quiet but slightly on the 
steady side on advanced US$ rates and 
better offtake by exporters. Trend of 
the market is quiet. Interest favour- 
ed sellers, but as the local stock was 
declining, it amounted to only 40 cents 
per 10 taels of .945 fine. Trading re- 
mained small and totalled 25,800 taels 
or averaged 4,300 taels per day. Posi- 
tions figured at 30,100 taels per 
average day. Cash sales amounted to 
15,630 taels (2,730 listed and 12,900 
arranged. Imports were all »from 
Macao and totalled 7,000 taels. A 
shipment of 40,000 fine ounces reached 
Macao last week. Exports figured at 
12,500 taels (6,000 to Indonesia, 4,000 
to Singapore, 1,500 to India, 1,000 to 
Indochina). Differences paid for local 
and Macao .99 fine were $12.10-12.00 
and 11.90-11.80 respectively per tael 
of .945 fine. Cross rates in the Ex- 
change were US$37.77-37.76. 56,000 
fine ounces were contracted at US$ 
37.75 C.LF. Macao and this amount 
was considered rather large. , 


Silver Market: With prices in New 
York higher, the local market was quiet, 
though some enquiries came from 
exporters. Bar silver quoted $5.90 
per tael with 2,000 taels concluded, $ 
coins 3.78 per coin with 2,500 coins 
concluded, and 20 ¢ coins 2.90 per 5 
coins with 3,000 coins concluded. 


HONGKONG SHARE 
MARKET 


_ Monday: In quieter trading condi- 
tions, some of the recent favourites 
yielded ground under light scale profit- 
taking, notably the Utility group, Dairy 
Farms, Providents and Cements. HK. 
Banks, Union Insurances and Lombards, 
however, were in demand at fractional- 
ly higher levels. Realties showed 
further improvement on _ steady de- 
mand. Cottons were also firmer with 
Textiles and Nanyangs registering 
gains. Rubbers were a shade easier on 
lower advices from Singapore for the 
commodity at Str. $1.20 per lb. The 
Gay’s turnover amounted to $1.5 mil- 
lion. Tuesday: Interest was well spread 
and rates firmer. Fractional. recoveries 
were made in some of the Utility group. 
Cottons were again in demand at im- 
proved rates. The rubber section was 
active on the news that Singapore rub- 
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ber had recovered at Str. $1.265 per lb. 
Amalgamated and Rubber Trust im- 
proved in sympathy. Elsewhere price 
changes were insignificant and there was 
no special feature. The undertone was 
a shade steadier at the close. The day’s 
turnover amounted to $1.55 million. 
Wednesday: Rates continued to harden 
on paucity of scrip. Nanyang Cottons. 
advanced to $8.50 and Wheelocks 
reached the $9 mark. Utilities im- 
proved slightly while China Providents 
recovered to $15.30. Cements were in 
demand at higher levels. The under- 
tone at the close was steady to firm. 
Turnover for the half day amounted to 
$1.12 million. Thursday: Trading was 
moderate and prices steady. Increased 
number of enquiries stimulated Whee- 
locks and Cottons. Most other coun- 
ters were steady and unchanged. There 
was some light scale profit-taking in 
rubbers which, however, had no effect 
on the rates. The day’s’ turnover 
amounted to $1.61 million. Friday: At 
the closing of the week’s trading, the 
majority of counters were dull with 
rates steady. Wheelocks, however, ad- 
vanced to $9.40 in the morning but 
eased fractionally in the afternoon as a 
result of small scale profit-taking. H.K. 
Banks and Unions continued strong 
with scrip apparently still scarce. Rub- 
bers were again active but varied little 


in price. The undertone at the close 
was steady. The day’s turnover 
amounted to $2.04 million. 

The Hongkong & China Gas Co., 


Ltd. announced a further interim divi- 
dend in respect of the year ended 
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HONGKONG AND FAR EASTERN TRADE REPORTS 


(July 1-16) 

Trading in the local commodity Southeast Asia China even offered 
market during the fortnight was dull. lathes, machinery, chemicals, paper 
Korea, Indonesia and Thailand were and telephone apparatus to ; Malaya 
interested in various popular items To Singapore, China exported 2,000 
but sent here more enquiries than cases of beer. Chinese bicycles, sew- 
orders. Imports from China and jing machines, fountain pens and. vari- 
Japan remained active. Metals and ous light machinery were also shipped 
Paper enjoyed selective purchases. to Singapore. Since the signing of the 


Cotton piece goods registered gains on 
orders from Indonesia and UK. China 
produce retained regular demand from 
Japan, Southeast Asia and Europe. 
Pharmaceuticals and industrial chemi- 
cals attracted more enquiries than 
orders while cotton yarn remained 
steady with orders from Indonesia and 
local weaving factories for HK _ pro- 
ducts. 


TRADE DEVELOPMENTS 


Regulations and Restrictions: Fol- 
lowing Hongkong products may now 
be shipped to the United States under 
Comprehensive Certificates of Origin: 
—red and yellow lemons, white cucum- 
ber, Chinese ink (liquid), bambooware 
(machine-made from Formosan bam- 
boo), dried bean fertilizer, and electric 
table lamps made from _ Bali wooden 
heads. Exports of HK products to 
Mauritius (E. Africa) and Zanzibar 
(Indian Ocean) must now be covered 
by HK Government~- Certificates of 
Origin. The United Kingdom lifted 
the import quota on HK manufactured 
rattan and bamboo basketware. Free 
entry into the UK market is now 
allowed under Open General License. 
Turkey is now included in the Trans- 
ferable Account Area. 


China Trade: China ordered Euro- 
pean scientific equipment and ma- 
chinery through manufacturers’ local 
agents. These orders covered survey- 
ing instruments, spinning machinery, 
springs for clocks and watches, and 
electric supplies for the mining indus- 
try. Payments will be made directly 
to Europe without passing through HK. 
From the local commodity market 
China’s purchase of pharmaceuticals 
and industrial chemicals was selective 
and limited to small quantity. Imports 
from ‘China included rice, paper, metals 
and staples. Meanwhile, China is 
using HK as a stepping stone in the 
export of Chinese staples and indus- 
trial supplies to Southeast Asia. Large 
quantities of cotton piece goods were 
recently transhipped through HK _ to 


December 31, 1954, of ten per cent 
less Hongkong Corporation Profits tax 
to those shareholders on the register 
on August 5, 1955. 

A. R. Burkill & Sons (Hongkong) 
Ltd., the General Managers of Amal- 
gamated Rubber Estates Ltd. an- 
nounced that the output from the 
Estates for the month of June 1955 
amounted to 586,846 lbs. The out- 
put for twelve months, July 1954/ 
June 1955, totalled 6,814,179 Ibs. 


Sino-Indian Trade Agreement last 
October, China’s imports from India 
for the period April 1954 to March 
1955 rose to 27.9 million rupees from 
the 7.9 million rupees for the preced- 
ing 12 months. China’s exports in- 
creased from 9.8 million rupees to 15.6 
million rupees. Items exported in- 
cluded raw silk, cassia lignea, tung oil, 
menthol crystals, chemicals, lathes, 
textile machinery, machine tools and 
other industrial products. From India, 
China imported gunny bags, tobacco 
leaf, black pepper, raw cotton, shellac 
and mica. Colombo recently asked 
Peking to pay more for the rubber 
which Ceylon is sending to China. The 
world rubber market price is now 32 
pence per pound while China is pay- 
ing ‘Ceylon about 27 pence per pound 
under the rice-rubber agreement sign- 
ed between the two countries. Cey- 
lon has already shipped to China about 
25,000 tons of rubber out of the 50,000 
tons contracted. Italy recently in- 
creased the foreign exchange allocation 
for imports from China from 80 mil- 
lion to 95 million Swiss francs cover- 
ing feathers, camel hair, hides, oils, 
and fibres. In return, China will buy 
7.5 million Swiss francs worth of rayon 
yarn, chemicals, pharmaceuticals and 
dyes. 

Taiwan Trade: Taiwan’s purchase 
of pharmaceuticals in the local market 
slowed down during the period. Large 
quantities of citronella oil and _ tea 
reached here. The export prices of 
Taiwan tea were readjusted as follows 
(fob Keelung): BOP black tea— 
US$0.33 per pound; OPO—US$0.32 
per pound; Pochung green jtea, high 
quality—new T$1,450 per 100 Taiwan 
catties, medium quality—T$1,250, and 
low quality—T$950; Oolung medium 
quality—T$1,600 and low quality— 
T$1,500. A trade protocol was signed 
between Taiwan and Japan extending 
the commerce and navigation agree- 
ments made in 1952 for another year. 
The agreements call for most favoured 
nation treatment on products and ves- 
sels of each nation. 


Japan Trade: Local dealers booked 
cement, metals, sugar, and. textiles from 
Japan during the first week to re- 
plenish short stocks. ,Indent bookings 
slowed down .during the second week 
when cost of various items advanced. 
In the local market, Japan remained 
interested in China produce. Japan's 
purchase of soya bean from China was 
still under negotiation. China had 
asked for £43 per ton fob. Tokyo 
considered the price too high and 
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announced that the purchase would be 
made on a competitive basis from any 
place. Peking stated that the offer 
for the 50,000 tons of soya bean might 
be lowered. 


Korea Trade: US$1,254,000 from 
the Military Aid Funds were auctioned 
in Seoul last week. Seoul also invited 
tenders for the supply of lumber and 
sawmill products; non-metallic mine- 
rals and products; iron and steel mill 
materials and products; vegetable fibre 
products; fertilizers; railroad and 
bridge construction equipment; pre- 
fabricated steel warehouses; and steel 
plates, bars, angles, wines and ropes. 
Korea’s purchase in the local market 
improved slightly but still circulated 
more enquiries than orders. However, 
with the abolition of the special foreign 
exchange system for imports from 
Japan, Korea will buy more Japanese 
goods through HK in the future. 


Indonesia Trade: Djakarta wanted 
to import more cotton yarn from Hong- 
kong under the one-year credit plan. 
The reaction from local mills was 
very cool. Recent shipments of indus- 
trial supplies and textiles to Indonesia 
were mostly covered by special foreign 
exchange allocations. Djakarta also 
earmarked foreign exchange for the 
import of condensed milk, milk pow- 
der, sewing thread, and office appli- 
ances; but Hongkong and Singapore 
were not included on the list of supply- 
ing sources. 


Thailand Trade: Increased _ ship- 
ments of Thai rice to Hongkong and 
the resumption of the supply of Hong- 
kong exchange by Bangkok banks 
enabled importers in Thailand to order 
more supplies from here. However, 
the rise of Hongkong dollars in Bang- 
kok restricted the development and as 
a result, more enquiries than orders 
reached here from Bangkok. 


Burma Trade: Rangoon invited 
tenders for the supply of 1 million 
yards of cotton piecegoods. Enquiries 
from Burma also covered canned 
goods, electric supplies, motorcar tyres, 
industrial chemicals, and photographic 
materials. 

Indochina Trade: Exports to Pnom- 
penh included wheat flour, metals, 
cement, sugar, and paper. Most of 
these purchases were made with US 
aid funds. 


The Philippines: Shipments of Hong- 


kong products; consisting of piece- 

goods, metalware, machinery, — stock- 

ings, and electric flashlights; to the 
Philippines remained brisk. 
COMMODITIES 

China Produce: Demand from 

Japan, Southeast Asia and Europe 


was maintained throughout the fort- 
night. Aniseed oil, woodoil, ground- 
nut kernel, feathers, menthol crystal 
and soya bean registered _improve- 
ments. Increased cost and _ steady 
overseas demand stimulated raw silk 
and dried ginger. Citronella oil first 
eased under heavy supply but later 
firmed on orders from Europe. 


94 


Groundnut oil failed to gain on im- 
proved market in India mainly due 
to the arrival of Chinese products. 
Sesame enjoyed steady demand from 
Japan and enquiries from Korea but 
selling pressure prevented improve- 
ments. Cassia lignea was weighed 
down by heavy stock in spite of pur- 
chases made by Pakistan, India and 
Europe. Large quantities of tea 
reached here from China and Taiwan. 
Prices were kept steady by orders from 
North Africa and Europe. Demand 
from various sources included: Aus- 
tralia—woodoil; Europe—aniseed oil, 
woodoil, teaseed oil, sun-flower seed, 
galangal, feathers, menthol 
and frozen egg products; Japan— 
woodoil, gallnuts, sunflower seed, 
groundnut kernel, silk waste, jute, coir 
fibre, rosin, soya bean, and red bean; 
Canada—groundnut kernel; Middle 
East—dried ginger; Southeast Asia— 
aniseed star, raw silk, rosin, gypsum, 
dried chilli, garlic and green peas. 


Metals: Mild steel round bars re- 
gistered strong local and overseas de- 
mand but drop in Japanese indent and 
selling pressure developed by heavy 
arrival prevented gains. However, by 
the end of last week indent offers from 
Japan firmed up and prices in the local 
market were more steady. Low stock 
and steady demand improved wire rods, 
aluminium sheets, zine sheets and gal- 
vanized iron wire. Marked-up indents 
stimulated galvanized iron sheets, tin- 
plate waste waste, black plate, black- 
plate waste waste. Dealers lowered 
offers for tinplate to attract orders. 
A large turnover was registered. 
Orders from Southeast Asia covered 
mild steel round bars, corrugated gal- 
vanized iron sheets, tin taggers. steel 
wire ropes, galvanized iron wire and 
iron wire nails. 


Paper: The market was active with 
demand from Southeast Asia for vari- 
ous popular items. The volume of 
these purchases, however, was small 
and when new supplies arrived from 
Japan and China selling pressure de- 
pressed newsprint in reams, M.G. 
white sulphite, M.G. ribbed kraft, M.G. 
cap, and strawboard. Other popular 
items were woodfree printing, news- 
print in reels, art printing, poster 
manifold, greaseproof, bond, M.G. rib- 
bed red sulphite, M.G. pitched kraft 
transparent cellulose paper, aluminium 
foil and duplex board. 


Industrial Chemicals: Trading was 
slow with more enquiries than orders 
from following sources: Korea—lin- 
seed oil, cresylic acid, shellac, tanning 


extract, formalin, glycerine, caustic 
soda, stearic acid, ammonium bicar- 
bonate and oxalic acid; Indonesia— 


sodium sulphide; Indochina—shellac, 
and calcium carbonate; China—boric 
acid and sodium perborate. Marked- 
up indents improved linseed oil and 
gum arabic while heavy stock depress- 
ed cresylic acid, soda ash and shellac. 
Prices in general were steady. 


Pharmaceuticals: China ordered 
about 2 million vials of Japanese de- 


crystal, . 


hydrostreptomycin from manufacturer's 
local agents. In the local market, .trad- 
ing was limited to small orders from 
Thailand, Korea, and Taiwan for peni- 
cillin preparations, aspirin, atophanyl 
ampoules, phenacetin, quinine powders, 
nicotinamide, PAS, neosalvarsan am- 
poule, saccharum lactose and pituitary 
extract. 

Cotton Yarns: Hongkong products 
enjoyed a steady demand from UK 
and local weaving factories. Indonesia 
also enquired for local products. 
Japanese yarn was first stimulated by 
marked-up indent but heavy arrival 
during last week depressed the local 
market price. Loca] dealers booked 
about 300 bales of Indian yarn on ac- 
count of its attractive price. 

Cotton Piece Goods: Hongkong piece 
goods remained steady with orders 
from UK, Burma, Indonesia and local 
bleaching factories. Japanese products 
first dropped from recent gains but 
later firmed on orders from Indochina. 

Rice: The rice market registered 
active trading but easier prices. Large 
quantities arrived from Thailand and 
China during the fortnight. Thai pro- 
ducts were further affected by the 
drop of Baht rates in Hongkong. 

Wheat Flour: American flour im- 
proved on orders from Korea and In- 
dochina while other products remained 
weak due to the lack of demand. 


Sugar: Demand from Indochina for 
Japanese sugar failed to keep the price 
steady on account of heavy arrivals 
from Japan. Taiwan products were 
firm with orders from Singapore and 


Korea. Taikoo sugar was_ barely 
steady. 
Cement: About 250 tons of Chin- 


ese cement reached here and were 
offered at $110 per ton. Dealers book- 
ed more than 3,000 tons of Japanese 
cement at HK$115 to $117 per ton 
cif HK. Local demand for Japanese 
cement remained steady. 


SINGAPORE SHARE 
MARKET 


Malayan markets had an extremely 
good week in which the total volume of 
business easily exceeded the high for 
1955. Industrials were the most pro- 
minent whilst Tins and Rubbers were 
level but notably inferior in turnover. 
Confidence in the Government on the 
part of those engaged in commerce was 
not increased by the sudden drastic 
amendments in the compulsory provi- 
dent fund legislation The changes were 
made without consultation with those 
most affected, the private provident 
funds, and were carried through ll 
stages in one day becoming law im- 
mediately. Next week the Singapore 
Trade Advisory Council, representing 
the commercial interests of the Port, 
will hold its first meeting. The Council 
embodies a wealth of present knowledge 
and long experience and its advice, if 
heeded, should go far to enable the 
Minister of Commerce to maintain the 
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trade of the Colony and provide that 
flow of revenue without which the 
Government’s many schemes of social 
advancement cannot be implemented. 


Of local Industrials, Fraser & Neave 
Ords. had another bout of activity and 
considerable parcels which © had been 
overhanging the market were absorbed 
up to $1.723. Gammons had a great- 
ly increased turnover and towards the 
close rumours of yet another contract, 
connected with extending the aero- 
drome at Hongkong, led to a swift rise 
to $2.75. There was no scarcity of 
buyers of Straits Traders but the pres- 


sure of continual offerings kept the 
price below $23.00, Wearne Bros. 
hardened and* had buyers’ over at 


$2.72%, whilst Metal Box were sought 
at $1.40 ex dividend. Neglected of 
late, Hammer & Co. touched $2.75 and 
both Malayan Breweries and McAlisters 
had exchanges at $3.40, and $3.10 re- 
spectively. British Borneo Petroleum 
were the highlight of the week with a 
rise of nearly 10/- on the report of a 
further oil strike in Brunei. Locally it 
has been credited for some considerable 
time that there is a super-abundance of 
oil at Seria but the rate of production 
has to be regulated out of marketing 
consideration. As a result, Singapore 
sold and London bought up to 46/-. At 
over 30/- enthusiasm for Singapore 
Traction Ords. waned. Here, buying 
was negligible and some local holders 
showed their scepticism of any “take- 
over” by passing on their shares to 
London. 


In Dollar Tins, Sungei Way continued 
their upward trend to $3.35 but Petal- 
ing which had had exchanges up to 
$4.50, fell back to $4.85 on the publica- 
tion of last quarter’s output. This out- 
put, although very satisfactory, did not 
reach the heights prematurely boosted. 
Rantau’s rise to $1.80 was substantiated 
by the output of 1.275 piculs, but 
Taiping Consolidated. despite satisfac- 
torv production, remained out of favour 
and came back to $1.80 cum the 20% 
dividend. 

Austral Amalgamated had takers up 
to 16/43. Larut to 10/-, Pungah to 
10/43 and Lower Perak had a substan- 
tial turnover at 12/8 and 12/9. 


A ten cent fall in the rubber price 
was probably no more than that cal- 
culated by Mr. Collyer of the Goodrich 
Co. when he proposed that the United 
States should release 200,000 tons of 
natural rubber from her _ stockpile. 
Following the announcement the rubber 
market remained nervous despite an 
assurance by the U.S. General Services 
Administration that there was no in- 
tention of implementing this proposal. 
Nevertheless, rubber shares remained 
aloof and practically ail counters had 
buyers even after some extensive 
marking up. ; 


The normal Loan market was over- 
shadowed by the opening of the lists 
for the $30 million Singapore City 
Council 4% (1970/80) issued at $96.00 
and practically all old issues were diffi- 
cult to place at market. 
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HONGKONG’S TRADING PARTNERS IN 1954 


CENTRAL ASIAN COUNTRIES 


Meat and meat preparations 
Fruits and vegetables 


Animal & vegetable crude 


ACCES. 7 Cubretenrtniatalawnis crieresieys are tains store ysine 
Dyeing, tanning and colouring materials 
Medicinal and pharmaceutical products 

Leather, leather manufactures, n.e.s., 


So ea) ee ee ieee | er 
yarn, fabrics, 

related products 
Non-metallic mineral 
Silver, platinum, géms 
Manufactures of metals 


made-up articles and 
manufactures, ’ Maes i 
and jewellery 


Prefabricated buildings; sanitary, plumbing, 

heating & lighting fixtures & fittings 
Travel goods, handbags and similar articles 
Clothing ae 


Footwear 

Professional, scientific and controlling mstru- 
ments; photographic & optical goods; 

Re WRICMOR ers CLOCKS.) ars uten teins tis eevee noane 

Miscellaneous manufactured articles, n.e.s 

OEY MR Mere ct cree caer Ne a ya gra teve otis ace ain Warereiel stares 

OCEANIA, N.E.S. 
Meat and meat preparations ...........+++++-5 


Dairy products, eggs and honey 
Fish and fish preparations 
Cereals and cereal preparations 
Fruits and vegetables 

Sugar and sugar preparations 
Coffee, tea, cocoa, spices and manufactures thereof 
Miscellaneous food preparations 
Beverages 
Tobacco and tobacco manufactures 
Oil-seeds, oil nuts and oil kernels 


Woed, lumber vand Corke iiiecsiesysrsiaaje scrajayerataic 
Animal & vegetable crude materials, inedible, 
DICCR Gn we ORR an ot Oo GUOGnE be. ot cape nha goc od 


Animal and vegetable oils (not essential oils), 


fats, greases and derivatives ............ 
Chemical elements and compounds ...... 
Dyeing, tanning and colouring materials 


Medicinal and pharmaceutical products 
Essential oils and perfume materials; toilet, 
polishing and cleansing preparations .... 


Explosives and miscellaneous chemicals and 
PTOMUCES, 76 esas eesiee wieis wisie ajsisiesesins sieees 
Leather, leather manufactures, nN.e.s., & 
dressed FGFS se dclescesicc ese sin aaiate eis Cl 
Rubber manufactures, n.€.8. 0 ..seeeceeesceeee 
Wood and cork manufactures (excluding 
LUBE crete aint rel aiwhe lel) elsvais seta! ayeielela\siecejaceie 


Paper, paperboard and manufactures thereof 


Textile yarn, fabrics, made-up articles and 
related productS  .......ceeeeeseeccrecerees 
Non-metallic mineral manufactures, n.e.s. 
Silver, platinum, gems and jewellery ........ 
Base metalay ysis sais arises ais oc sislere sis « 
Manufactures of metals Fi 
Machinery other than electric ...........4- 
Electric machinery, apparatus and appliances 
Transpert equipment os sccessscemnccceesssace 


plumbing, 


sanitary, 
heating & lighting fixtures & fittings .... 


Prefabricated _ buildings ; 


Furniture and fixtures ......22s-.-ssseseoeee 
Travel goods, handbags and similar articles 
IMS EEL race Meer errietevelavaeinroicisielayatetes etoile’) arb/ateraiars(ereie as 
DCS eee Gobo Addon God uL GN SOON en OO gUOOL SO 
Professional, scientific and controlling instru- 
ments; photographic & optical goods; 
watches & clockS  .......ssssseescreeesoes 
Miscellaneous manufactured articles, n.e.s. 


Total eiernistar#iare aakeieie ees ie 


eee erate tse meee ecseene 


Part XI 
BELGIUM 
Imports Exports 
$ $ 
763 — Meat and meat preparations .......:ss05sses06 
= 1,875 Dairy products, eggs and honey 
== 2,475 Cereals and cereal preparations 
1,148,314 30,101 Fruits and vegetables ............ 
Sugar and sugar preparations 
== 19,539 Coffee, tea, cocoa, spices and manufactures thereof 
== 10,640 Miscellaneous food preparations .............- 
= 1,438 Tobacco and tobacco manufactures ..... 
Hides, skins and fur skins, undressed 
— HeOtSe me Lextile fibres” <.yanea.. vilcasiers tecieeieca nes @acicene 
=, 960 Crude fertilizers and crude minerals, excluding 
coal, petroleum and precious stones ...... 
Be 458,558  Metalliferous ores and metal scrap ............ 
_ 3,688 Animal & vegetable crude materials, inedible, 
ae 2 BU @ Sine apeysotcerees ictal eval cls ete rene tebe ie ear ere ATR ees 
fis! ae Animal and vegetable oils (not essential oils), 
>= 21595 fats, greases and derivatives ............ 
ae 26.797 Chemical elements and compounds ....... 
= 16,500 Dyeing, tanning and colouring materials 
4 Medicinal and pharmaceutical products ...... 
au 71,180 Essential _ oils and perfume materials; toilet, 
ma 4'869 polishing and cleansing preparations 
~< 82/995 Fertilizers, manufactured! 4c ots ace 6 
= 3.884 Explosives and miscellaneous chemicals and 
, products) WPS dksiet co note ee We aie eine cee 
Leather, leather manufactures, 
Pas 110 dressed) (Luvs) § Puicciacs onjecte wa adeen 
eat 708.634 Rubber manufactures, 
Hee Wood and_-= cork 
RUCIICUNA)! MM che fisciaisciots cueie ehaaain aioke etsia etnies 
1,149,077 1,465,582 Paper, paperboard and manufactures theréof 
Textile yarn, fabrics, made-up articles and 
related Pradwuetsiy Morac utircse teen lesnpecte ato 
Non-metallic mineral manufactures, n.e.s. 
Silver, platinum, gems and jewellery 
ye Cy Ee) RA Sonor Sep CO AODE OIC c 
— 40,353 Manufactures of metals ......... 
= 2,430 Machinery other than electric ...........60- 
= 92,261 Electric machinery, apparatus and appliances 
= 78625 “Transport equipment © < «esas -ciiceneieesecles 
— 168,213 Prefabricated buildings; sanitary, plumbing, 
= 19,816 heating & lighting fixtures & fittings 
11,905 ye258 Kurniture and fixtures 4.0.0. siisioiasnperen’s 
a 74,306 Travel goods, handbags and similar articles 
=e gray Clowning wiic.ns emits cienuiome oe pane Dialeleletemeierets 
Ee BorcoD  Beabwear com caspich tists cineiuciasinstaicloeourecmenes 
eee 1,056 Professional, scientific and controlling instru- 
32,404 aoe -ments; photographic & optical goods; 
watches: & Cloke: s csrupia-s sslet sieteletanireeee 
157,155 48,726 Miscellaneous manufactured articles, n.e.s 
Live animals, mot. for £O00d ss. jscpe ars etessts cuss ere 
2,678 — 
== MNZ580" (DotA ste dove dAeeetawsen teers swine elses 
— _ 7,415 
— 118,993 
= 77,039 DENMARK 
aa 36,315 Meat and meat preparations ...........e+eeeee 
Dairy products, eggs and honey 
_ 34,069 Fish and fish preparations ....... 
= 9,620 Cereals and cereal preparations 
Fruits and vegetables ...........+. 
= 7,284 Sugar and sugar preparations 
= 45,822 Coffee, tea, cocoa, spices and manufactures thereof 
Miscellaneous food preparations ....... 
= Tast286" “Beverages Wsaev ei adoes nen taemeaeeaece 
= 202,861 Tobacco and tobacco manufactures 5 
= 5,331 Crude fertilizéts and crude minerals, excluding 
_— 7,264 coal, petroleum and_ precious stones 
= 210,859 Metalliferous ores and metal scrap ....... 
== 43,598 Animal & vegetable crude materials, inedible, 
= 38,858 ee Ee Me Ree eek TTA 
= 26,226 Chemical elements and compounds ........ a 
Dyeing, tanning and colouring materials 7 
— 185,649 Medicinal and pharmaceutical products ...... 
=— 34,845 Ixplosives and miscellaneous chemicals and 
— 199,433 DLOCUCtED | (a tceen siete hietabreraisierantelstecetvaatare 
= 1,575,764 eather, leather manufactures, n.e.s., & 
_— 225,252 Greased), firs). Wcityeeiectiasers orriatcingelawsiela vs eisset ferritin) 
Rubber manufactures, n.e.s. Agr f A 
Wood and cork manufactures (excluding 
— 27,220 Werntitee) | hay ee tos aeanegcee ua eee iieere Pe 
= 202,750 Paper, paperboard and manufactures thereof .. 
= pas Textile yarn, fabrics, made-up articles and 
204,142 5,288,786 related product... ..ssseeses “ancuusg ac nies 
ee —_—_———._ Non-metallic mineral manufactures, n.e.8. .. 


Imports 
$ 
7,900 
140,935 
8,316 


30,258 


3,198 
1,126,722 
672,871 
321,450 


101,481,288 
494,525 


10,325 
4,304 


525,372 
1,380,252 


672,523 
918,296 
13,546,698 
12,213,858 
2,241,517 
223,756 
39,903 
10,521 


13,488 
4,456 


2,112,251 
63,438 
3,720 


139,506,946 


2,174,058 
483,682 
11,854 
5,058 
7,888 
49,592 
7,837 


— 


417,250 


25,600 


343,199 
465,997 
1,151,650 


138,871 


20,010 


3,100 
4,312 


199,311 


95 


Exports 
$ 


82,692 
10,056 


43,868 
2,800 
10,546 
51,127 
252,559 


65,700 
1,326,355 


4,250 
80,200 
66,218 


59,238 
5,040 


1,507 
0T 


580,593 
59,848 
2,052,524 


11,900 
14,454 


206,131 
8,100 
13,519 
102,749 
1,148,869 


123,097 
47,641 


6,432,279 


138 
265, 
262,011 


64,676 
4,467 


274 


24,320 


2,233,349 
3,728 


196,223 


717,082 
66,303 
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Imports Exports Imports a oy 
! ; 1 t : 
z < ; 375 I ienti nd controlling instru- 
Silver, platinum, gems and jewellery ........ peed ae Ha La Shen dat ng eee ke ares eee rare 
oe Raves crear ae ee ae aed 1.263 eich Si kciocks Laie cerneversseceess peeled Souiat 
Machinery other than electric 211,996 == Miscellaneous manufactured articles, n.e.s. -- Bre ies 
Electric machinery, apparatus and appliances .. 39,053 17,831 Live animals, not for food .........seeeeeees 
Transport equipment  ....----.5--seseseees Lote 183,590 14,000 Tass 160,416 14,886,595 
Prefabricated buildings; sanitary, plumbing, mez,  TOtal  cececeescecseeeeceteeereesescerareeeretos ,160, 7886, 
heating & lighting fixtures & fittings .... ea iJ 110,754 
Furniture and fixtures’ ..... tent ee eens Wtsteeee 4,560 13,933 ’ 
Travel goods, handbags and similar articles .. — 62,283 (To be continued) 
Clothing c/s Pontere 5 a 2,605,666 
Footwear ; Fee 36,373 a -IrEESIEEENEESEEEESEEIEREERSES SSRN! 
Professional, scientific and contro ifas instru- 
ments; photographic & optical goods; “. (Continued from Page 91) 
watches: & (ClockS. io. ce sews cc ceeeyasitioenan 1,600 30,050 ‘ 
Miscellaneous manufactured articles. N.e.s. .. 118,646 209,593 Exports. Imports 
Trade with Jan.-Sept, Jan.-Sept. Jan.-Sept. Jan. ee 
fic 71 Ee IAPS CAT OE IDO Te IO OUT OC Or 7,163,887 6,715,888 1953 1954 1953 19. A 
oil . 
ot aL 3 
: Ang E Sudan .... a 
FINLAND Brot By 1.0 2 
a 
: s i hiopia 3 3 
Aki AM on cork manufactures konclnlon: Tae mm ee oe 110 63 12.8 11.7 
Paper, paperboard and manufactures thereof .. 2,071,131 a Japan ee 41.5 49.5 39.0 < 
p . Malaya Sing ... 10.3 5.3 iS) é 
DSGa I ahcieps, atarurata at aseiovg) of3 blalwrel tela: cis,cvaictelaistetereysYarelatele 2,318,748 raed Australia ie “S. 13 1.0 
French Morocco . 6.1 3.6 mL 
Total Listed Amounts 90.3 12.3 121.5 142.8 
FRANCE 
Meat and meat preparations ...........seeeees 30,125 708,391 
Dairy products, eggs and honey is 28,541 -5,361 THAILAND FOREIGN TRADE 
Fish and fish preparations ......... 5 14,340 665 
Cereals and cereal preparations a 4,601 300 Value of trade in million U.&) dollars 
Fruits and vegetables ..........++. es! 605,133 
Sugar and sugar preparations 15,23 = . 2 
Coffee, tea, cocoa, spices and manufactures thereof 1,764 328,501 United States __..... ae ei ase Se 
Miscellaneous food preparations) <2 sts .-sctecees 147,180 17,143 Canada | ococeeseeaceceeeeee . : . - 
Beverages sheers ckeca nau Sane fe 3,473,231 _ United Kingdom ~.... 1.3 5.1 31.9 25.9 
Tobacco and tobacco manufactures ..... ae 446 160 Austria we i A 1.5 9 
Hides, skins and fur skins, undressed . are — 277,589 Beleium Lux 6 7 3.2 37 
Oil-seeds, oil nuts and oil kernels ....... ifs a 319,400 elgiu : : : + 
Textile bres gum pert ccmicn sastinteme ss saretlaeina 547,282 3,644,718 Denmark 3 8 2.3 2.5 
Crude fertilizers and crude minerals, excluding France 9 4 7.9 2.6 
coal. petroleum and precious stones ...... 2,040 — e a ape 1.9 ous nly ay f 
Animal & vegetable crude materials, inedible, osname Fed Rep 1 
TOCA Se hess niclitere PERO eae 9,794 2,819,361  +Trelan - : 
Animal and vegetable oils (not essential oils), Netherlands 4.5 5.8 9.7 10.9 
fats, greases and derivatives ............ 8,614 — Norwayae cee “il A 6 
Chemical elements and compounds ....... -- 1,894,530 107,335 Gweden  _ 3 9 3.1 1.8 
Dyeing, tanning and colouring materials 1,257,685 -- - ae 9 9 38 3.2 
Medicinal and pharmaceutical products 10,385,825 154,490 Switzerland ; : ; rs 
Essential oils and perfume materials; toilet, Greece Bi f 
polishing and cleansing preparations .... 8,103,452 4,087,561 Italy 5 3.4 2.0 
Explosives and miscellaneous chemicals and C 1 
products ke eins None ais a eee 130,814 49,305 yprus : 
Leather, leather manufactures, n.e.s., & Ethiopia ol 
dressed tars pact MMiehas Mauda ate Bnei 573,397 = Traq, 3... ae 5 5 
Rubber’ manufactures, (Me.8. 0 sccacese s+ suns 165,974 = Burma 3 
Wood and cork manufactures (excluding Ceyl 1.0 2.0 
Larniture) Meee eee ee ee 39,140 = eyion : ; 
Paper, paperboard and manufactures thereof .. 1,513,950 77 Hongkong 43.1 13.8 27.5 16.9 
ae yarn, fabrics, made-up articles and India 4 3 41 4.5 
related) ‘products, | (vjjossca-cntines ite seer 4,388,463 448,880 i 12 3.0 5 
Non-metallic mineral manufactures, f.e.s. .. 528,121 45,113 Tadochina 12.4 iy? 5.5 6.7 
Silver, platinum, gems and jewellery ........ 31,021 FO) ARTE : ; : ; 
Base metalay Mee eaten eene ve 8, Shas aa Japan _ 62.6 57.4 37.3 46.1 
Manufactures of metals ......... e 222,277 7,238 Malaya Sing 16.7 54.3 27.6 18.8 
Machinery other than electric .............. 331,097 —_— Philippines 1 
Electric machinery, apparatus and appliances .. 60,433 21,067 A li i 23 9 
iransport) eqaiproent © elise uae ae nats eee 92,260 10,000 ustralia «4... a H ue 
Prefabricated buildings ; sanitary, plumbing, Union So Africa A 2 
* heating = he fixtures & fittings .... _ 531,106 Uganda A 
‘urniture an PRIMATES YT srelerntelrvctetere ofsieieciecleets ral 13,781 1 
Travel goods, handbags and similar articles .. 16,763 27,946 rey Africa = 
=e aite 49,569 709,470 ya : 


ee 2100 Total Listed Amounts 272.2 197.8 232.7 201.7 


